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EXECUTIVE SUMMARY 


Pursuant to section 15(1) of the Outer Continental Shelf Lands Act (OCSLA), as 
amended (43 U.S.C. 1343(1)), this annual report on the Outer Continental Shelf 
(OCS) Oil and Gas Leasing and Production Program for Fiscal Year (FY) 1986 is 
herewith submitted to the Congress of the United States. The document summarizes 
receipts and expenditures and, in compliance with section 22(g) of the Act, 
also includes information on OCS safety violations as reported by the U.S. 
Coast Guard (USCC). 


The OCSLA (43 U.S.C. 1331 et seq.), enacted in 1953 and as amended by the OCSLA 
Amendments of 1978 and 1985 and the OCS Paperwork and Reporting Act (43 U.S.C. 
1301 note; 1986), charges the Secretary of the Interior with the responsibility 
for administering mineral exploration and development, as well as for conserving 
the natural resources, of the submerged Federal lands and seabeds of the OCS. 


The Act, as amended, declares the national policy for the OCS and the major 
goals that derive from it. These goals for the comprehensive wanagement of 
minerals production in the offshore marine environment include: 


ensuring orderly and timely exploration and development of mineral resources 
to meet the energy needs of the Nation; 


®* providing for optimal protection of the environment concurrent with effi- 
cient, economic mineral resource development; and 


° providing thut fair market value is received for the lands leased and the 
rights conveyed by the Federal Government. 


Increasingly, as the Congress declares in the Act, the oil and gas production 
from the OCS constitutes an important part of the Nation's domestic energy 
supply. Within the Department of the Interior (DOI), the OCS program is admin- 
istered by the Minerals Management Service (MMS) which provides access to poten- 
tial new sources of oil and gas offshore through the lease sales it conducts. 
Three such OCS sales were held during FY 1986, offering for lease a total of 
17,068 tracts on 94.5 million acres in the Gulf of Mexico (GOM) OCS Region. 


The first sale, Sale 94, held on December 18, 1985, offered 6,344 tracts on 
35,823,478 acres in the Eastern Gulf subregion. Bids were received for 82 
tracts covering 450,259 acres. High-bid bonuses amounting to $124,022,098 were 
deemed adequate and accepted. However, leases were only awarded for 38 tracts, 
of which 5 were not accepted by the bidder. High-bid bonuses for those 38 
tracts amounted to $49,473,298. (This total includes the one-fifth bonus money 
deposit of $1,231,200 that was forfeited to the Federal Government when one 
bidder chose not to take up five leases.) Issuance of leases on another 39 
tracts is in abeyance pending satisfaction of a Military Stipulation clearance 
procedure. Those 39 bids, however, will only be returned to the successful 
bidders if the 39 leases cannot be cleared for oil and gas operations. No 
bonuses were rejected. The average bid for the 38 leases was $229.10 per acre; 
the first-year rents totaled $647,844 for the 215,948 acres leased so far. 


The second sale, Sale 104, held on April 30, 1986, offered 5,837 tracts on 
31,382,152 acres in the Central Gulf subregion. Bids were received for 114 
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THE 19 PLANNING AREAS OF THE 1982 5-YEAR OCS OIL AND GAS LEASING PROGRAM, AS APPROVED 


NOTE: The maritime boundaries and limits shown above, as well as the divisions between the planning 


areas, are for initial planning purposes only and do not prejudice or affect United States 
diction in any area. 
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tracts on 569,418 acres. High-bid bonuses amounting to $130,276,757 were ac- 
cepted for 101 tracts (504,807 acres); bonuses amounting to $16,091,000 were 
rejected. The average bid was $258.07 per acre; the first-year rents totaled 
$1,514,442 for the 504,807 acres leased. 


The third sale, Sale 105, held on August 27, 1986, offered 4,887 tracts on 
27,287,952 acres in the Western Gulf subregion. Bids were received for 41 
tracts on 229,612 acres. High-bid bonuses amounting to $56,817,990 were ac- 
cepted for 41 tracts. No bonuses were rejected: The average bid was $247.45 
per acre; the first-year rents totaled $688,839 for the 229,612 acres leased. 


Of the 17,068 tracts (94,493,582 acres) «wifered in the three OCS sales, leases 
were issued for 180 tracts (950,367 acres). The 5 forfeited leases and the 39 
leases in abeyance are not included in this total. Accepted high-bid bonuses 
amounted to $236,568,045. Another $16,091,000 in bonuses was rejected as 
insufficient and returned to the bidders. Altogether, 295 bids were received 
for Sales 94, 104, and 105. Of these, 219 were successful (with 5 forfeits sub- 
tracted and the 39 in abeyance), 76 were not. First-year rents amounted to 
$2,851,125 for the leases executed so far. See Table 1 for details. 


Funds received during the Government's fiscal year amounted to $2,094,062 ,697 
in bonuses and rents; $2,621,904,068 in royalties, and $1,071,601,605 in inter- 
est on escrow release; for a total of $5,787,568,370. In addition, $518,038,437 
was added to the escrow accounts, bringing total OCS program receipts to 
$6,305,606,807. Total obligations and expenditures for the Offshore Minerals 
Management program were estimated at $94,981,034 in FY 1986 (see Section IV of 
this report). 


Production of oil and gas on the OCS in FY 1986 amounted to 386.9 million 
barrels of crude oil and condensate and nearly 3.9 trillion cubic feet of 
natural gas (see Table 7). Federal offshore oil production amounted to 12.0 
percent of total U.S. oil production during FY 1986, while natural gas produced 
on the OCS was 22.9 percent of total U.S. production. All OCS production came 
from the Gulf of Mexico and offshore California. A total of 273 exploratory 
wells and 401 development wells were started on active leases during the fiscal 
year (see Tables 3 and 4). The list below summarizes the 5,185 active Federal 
leases and the location of the 26 million acres of the Federal offshore acreage 
under lease at the end of FY 1986. 


Active Acres Under 

Offshore Region Leases Lease 
Alaska OCS 672 3,662,182 
Atlantic OCS 127 723,034 
Gulf of Mexico OCS 4,222 20,777,152 
Pacific OCS 164 853,230 
Totals as of 09/30/86: 5,185 26,015,598 


From the program's inception in October 1954 through September 1986, the 
Department has held 91 OCS lease sales, including 2 reoffering sales. Of these, 
85 were oil and gas lease sales, 2 were salt sales, 2 were sulphur sales, 1 was 
an oil, gas, and sulphur sale, and 1 was a phosphate sale. (All leases issued 
for the phosphate sale were afterwards terminated by the Federal Governvent, 
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and all moneys paid by the successful bidders were returned to them.) Bonuses 
paid by industry for all leased Federal offshore tracts from 1954 through FY 
1986 total $52.8 billion, another $30.5 billion has been received in royalties. 
About 7.4 billion barrels of crude oil and condensate and 73.8 trillion cubic 
feet of natural gas have been produced from these blocks (see map, Figure 1). 


During FY 1986, the Coast Guard conducted 265 investigations on 2,698 reports 
or allegations of violations of safety regulations at 497 OCS facilities. 
(There are a total of 3,444 offshore production platforms in Federal waters.) 
These investigations resulted in the issuance of 2,417 corrective action re- 
quirements and 10 Reports of Violations. Pursuant to 33 CFR Part 140.40, the 
USCG forwarded these Reports to the MMS for either administrative or judicial 
action. 
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DEIS 
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SELECTED ABBREVIATIONS AND ACRONYMS 


advance notice of proposed 
rulemaking 


American Petroleum Institute 


American Society of Mechanical 
Engineers 


best available and safest 
technologies 


billion berrels 


billion barrels of oil 
equivalent 


concrete island drilling systesa 
[Interagency] Committee on 
Ocean Pollution Research, 
Development, and Monitoring 


Continental Offshore 
Stratigraphic Test (see DST) 


Coastal Zone Managesent 
Coastal Zone Management Act 


draft environmental iapact 
statement 


Department of the Interior 

deep stratigraphic test 
environmental assessment 
Exclusive Economic Zone 
environmental impact report 
environmental iepact statement 
Environmental Protection Agency 
Endangered Species Act 


final environmental iapact 
statement 


Federal Energy Regulatory 
Commission 


Federal Register 


field and reservoir reserves 
estimates 


Fish and Wildlife Service 
Geological and Geophysical 
Information Transfer Meeting 


thousand cubic feet 


million cubic feet 
Minerals Management Service 
Memorandua of Understanding 


National Environmental 
Policy Act 


National Marine Fisheries 
Service 


National Oceanic and 
Atmospheric Administration 


National Pollutant Discharge 
Elimination Systea 


Notice to Lessees and 
Operators 


Outer Continental Shelf 


Outer Continental Shelf 
Information Progras 


OCS Lands Act (of 1953) 


OCS Lands Act Amendments 
of 1978 


Offshore inapection systes 


Office of Strategic and 
International Minerals 


oil-spill risk analysis 
Oregon State University 


Operations Technology 
Assessment Committee 


potential incident of 
noncompliance 


probablistic resource 
estimates offshore 


pounds of pressure per 
square inch absolute 


Platform Verification Programs 


Regional Technical Working 
Group 


Subcommittee on Marine Research 
trillion cubic feet 
UVaited States Code 


U.S. Coast Guard 


U.S. Geological Survey 


BLANK 


Table 1. SUMMARY OF OCS OIL AND GAS LEASE SALES HELD BY THE DEPARTMENT OF THE INTERIOR DURING FY 1986 
Lease Sate/ Bid Systea of Tracts/ High-Bid OCS Leases 
vffering Bid Opening Leased Tracts Lease Terus Bonuses* Issued 
Sale 94 12/18/85 16 2/3% fer 33 33 at 5 yrs. $124 ,022,098 rec. 38 tracts** 
Eastern GOM 114 bids tracts 5 at 8 yrs. $ 49,473,298 acc.* 215,948 acres 
6,344 tracts 82 tracts 12 1/22 for 5 0 rej. $229.10 avg./acre 
35,823,478 acres 450,259 acres tracts $647 ,844 ist yr. rents 
Sale 104 04/30/86 16 2/32 for 64 64 at 5 yrs. $146,367,757 rec. 101 tracts 
Central GOM 129 bide tracts 10 at 8 yrs. $130,276,757 acc. 504,307 acres 
5,837 tracts 114 tracts 12 1/22 for 37 27 at 10 yrs. $ 16,091,000 rej. $258.07 avg./acre 
31,382,152 acres 569,418 acres tracts $1,514,442 let yr. rents 
Sale 105 08/27/86 16 2/3% for 33 33 at 5 yrs. $ 56,817,990 rec. 41 tracts 
Western GOM 52 bids tracts $ 56,817,990 acc. 229,612 acres 
4,887 tracts 41 tracts 12 1/22 for 8 8 at 10 yrs. 0 rej. $247.45 avg./acre 
27,287,952 acres 229,612 acres tracts $688 ,839 lst yr. rents 
Total FY 1986 Total bids Total tracts at Total leases Total bonuses Total tracts 
OCS sales: received: 16 2/32 (1/6): at 5 years: received: leased: 
3 295 130 130 $327,207 ,845 180 


Total tracts 


Total tracts 


Total tracts at 


Total leases 


Total bonuses 


Total acres 


of fered: bid on: 12 1/22 (1/8): at 8 years: accepted: leased: 

17,068 237 50 15 $236 , 568,045 950, 367 
Total acres Total acres Total leases Total bonuses Total first-year 
offered: bid on: at 10 years: rejected: rents: 
94,493,582 1,249,289 35 $16,091 ,000 $2,851,125 


* Porfeited moneys ($1,231,200) for the one-fifth bonuses deposited for 5 of the 38 leased tracts are aleo included in 
thie accepted total. 


** In a/dition, 39 tracts are subject to Military Stipulation clearance procedures; and the leases have not yet been 
iseved. Tuey cover 205,511 acres of the submerged Federal lands off the Florida coast in the Eastern Gulf of Mexico. 
Those bonuses amount to $59,976,156. 

NOTE: After the high-bid bonuses are received for each lease sale, officials of the MMS appraise and review thea. 
bide and bonuses sre accepted; rejected bide and bonuses are returned to the bidders. First-year rents are 
collected when the approved leases are issued by the Departeernt of the Interior. 
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I. FEDERAL LEASING AND OPERATIONAL ACTIVITIES 


A. FY 1986 Scheduled OCS Oil and Gas Lease Sales 


During FY 1985, the Department of the Interior held three OCS lease sales, 
deferred one sale, and canceled six other sales due to lack of industry 
interest. (Diminished interest reflected depressed market conditions in the 
oil and gas industry.) One other sale was enjoined by a U.S. District Court two 
Gays before the scheduled bid opening. A total of 17,068 tracts on 94,493,582 
acres was offered in these 3 oil and gas sales. Industry submitted 295 bids 
amounting to $327,207,845 in bonuses for 237 of the offered tracts. Accepted 
high-bid bonuses totaled $236,568,045 for 180 tracts covering 950,367 acres. 
First-year rents for those leases amounted to $2,851,125. Sales 94, 104, and 
105 are separately summarized in Table 1. 


Summary information is reported below by sale number and subregion for both 
the sales held in FY-.1986 and those that were canceled in FY 1986: 


Sale 94, Eastern Gulf of Mexico: Held in New Orleans on December 18, 1985, 
this sale brought in 114 bids for 82 tracts (450,259 acres) of the 6,344 tracts 
offered (35,823,478 acres). However, 39 of these tracts are subject to a 
Military Stipulation requiring clearance for oil and gas operations; and leases 
have not yet been issued. Leases were issued on 38 other tracts (215,948 acres) 
for which bonus bids totaled $49,473.298. No bids were rejected as insufficient, 
but the bonuses for 5 tracts were subsequently forfeited to the Federal Govern- 
ment since one successful bidder chose not to execute 5 awarded leases. The 
average accepted bid was $229.10 per acre. 


Sale 92, North Aleutian Basin: Scheduled for January 15, 1986, the sale was 
enjoined by the U.S. District Court on January 13, 1986, on the grounds that 
the DOI had inadequately addressed potential subsistence effects. The received 
bids have not been opened, pending resolution of the litigation. 


Sale 104, Central Gulf of Mexico: Held in New Orleans on April 30, 1986, this 
sale offered 5,837 tracts (31,382,152 acres). Bids were received for 114 tracts 
(569,418 acres); however, of the 129 bids, 13 were rejected as insufficient and 
$16,091,000 in bid money was returned. Leases were issued on 101 tracts (504,807 
acres) for which the high-bid bonuses totaled $130,276,757. The average ac- 
cepted bid was $258.07 per acre. 


Sale 105, Western Gulf of Mexico: Held in New Orleans on August 27, 1986, there 
were 52 bids for 41 tracts (229,612 acres) of 4,887 offered tracts (27,287,952 
acres). No bids were rejected as insufficient. High-bid bonuses totaled 
$56,817,990; and leases were issued on all 41 tracts (229,612 acres). The 
average accepted bid was $247.45 per acre. 


Sale 111, Mid-Atlantic: Originally scheduled for October 1985 and then put on 
hold, this sale was canceled on June 5, 1986, due to lack of industry interest. 


Sale 100, Norton Basin: Originally scheduled for March 1986 and then put on 
hold, this sale was canceled on April 11, 1986, due to lack of industry 
interest. 


Sale 107, Navarin Basin: Originally scheduled for September 1986, this sale has 


been rescheduled for July 1988. 


B. Other OCS Sales Canceled in FY 1986 


Sale 86, Shumagin: Originally scheduled for April 1988, this sale was canceled 
February 26, 1986, due to lack of industry interest. 


Sale 88, Gulf of Alaska/Cook Inlet: Originally scheduled for October 1984 and 
then put on hold, this sale was canceled May 2, 1986, due to lack of industry 
interest. 


Sale 89, St. George Basin: Originally scheauled for September 1985, this sale 
was canceled May 2, 1986, due to lack of industry interest. 


Sale 90, South Atlantic: Originally scheduled for January 1985, this sale was 
rescheduled for November 1986 and then canceled on June 5, 1986, due to lack 
of industry interest. 


C. Preparation for Future OCS Sales 


During FY 1986, the DOI continued work on details of the proposed new 5-Year 
Oil and Gas Leasing Program. According to the procedures outlined in subsections 
(c) and (d) of section 18 of the OCS Lands Act Amendments (OCSLAA) of 1978, 
each new schedule should be approved and ready when a current oil and gas 
program ends. Prelease work continued in FY 1986 on the remaining sales of the 
current leasing program as follows (as of September 30, 1986): 


Sale 97, Beaufort Sea: The Draft Environmental Impact Statement (DEIS) was 
scheduled to be filed by the MMS with the Environmental Protection Agency (EPA) 
in November 1986. The final EIS is scheduled to be filed with the EPA in June 
1987. 


Sale 110, Central Gulf of Mexico: The Final Environmental Impact Statement 
(FEIS) was scheduled to be filed by the MMS with the EPA in November 1986; the 
Proposed Notice of Sale was scheduled to be issued in December 1986. 


Sale 109, Chukchi Sea: The DEIS is being prepared and is scheduled to be filed 
with EPA in March 1987. 


Sale 112, Western Gulf of Mexic»: The FEIS was scheduled to be filed by the 
MMS with the EPA in November 1986. The Proposed Notice of Sale is scheduled to 
be issued in March 1987. 


Sale 113, Central Gulf of Mexico: The DEIS is being prepared and is scheduled 
to be filed by the MMS with the EPA in April 1987. 


Sale 107, Navarin Basin: The DEIS is being prepared and is scheduled to be 
filed by the MMS with the EPA in February 1987. 


Sale 115, Western Gulf of Mexico: The DEIS is being prepared and is scheduled 
to be filed by the MMS with the EPA in April 1987. 


Sale 96, North Atlantic: The Call for Information and Nominations was scheduled 
to be published by the MMS in November 1986. 


Sale 116, Eastern Gulf of Mexico: The DEIS is being prepared and is scheduled 
to be published by the MMS in April 1987. 


Supplemental Sales: Decisions on supplemental sales offerings are pending at 
this time. 


It should be noted that the Continuing Resolution (P.L. 99-500; FY 1987) for the 
Department includes language which will affect the timing of Lease Sales 91 and 
95. In section ill, the Resolution states that before the approval of the new 
final 5-Year OCS Oil and Gas Leasing Program, the Secretary of the Interior may 
conduct prelease activities for proposed California Sales 91 and 95; and he may 
make changes in those sales on the basis of comments submitted by the Congres- 
sional negotiating group or others. 


Sale 91, Northern California: The Continuing Resolution cited above further 
states that for Sale 91 the Secretary may not issue a DEIS sooner than 90 days 
after the Secretary submits the proposed final 5-Year OCS Oil and Gas Leasing 
Program to the members of the Congressional panel. The final notice for Sale 91 
cannot be issued before January 1, 1989. 


Sale 95, Southern California: Public Law 99-500 also restricts the Secretary 
from issuing a Call for Information and Nominations for Sale 95 before March l, 


1987. 


All the major action steps and documents completed in FY 1986 by the MMS for 
the prelease stages of the OCS leasing process are summarized below: 


FY 1986 Number 
Activity/Document Completed 


Request for Resource Reports 
Call for Information 
Area Identification 
* Draft Environmental Impact Statement 
* Public Hearings l 
Final Environmental Impact Statement 
Proposed Notice of Sale 
Secretarial Issue Document 
Final Notice of Sale 
Sale Conducted 
Request for Supplemental Information 
* Includes work for the proposed 5-Year OCS Oil and Gas 
Leasing Progran. 
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The DOI also completed and sent forward the following documents in FY 1986: 


Section 19 Section 8(g) Balancing 

Letters Letters Letters 
Sale 92 * * 2 
Sale 94 * * 2 
Sale 104 4 3 4 
Sale 105 » & » 4 
Totals: 6 4 10 


* Documents already completed in FY 1985. 


D. Administration of OCS Leases 


Lease activity administered by the MMS during FY 1986 is summarized in Table 2. 
The Agency processed 1,678 assignments of interest in OCS leases, 131 lease 
relinquishments, 30 lease terminations, and 169 lease expirations. The MMS 
also approved 142 applications for on-lease pipelines covering 134 miles, 63 
applications for pipeline rights-of-way covering 451 miles, 108 platform 
applications, 474 exploration plans, and 187 development and production plans. 
Well starts on the OCS totaled 674 during the same period; and 274 wells were 
plugged and abandoned (P & A). 


Table 2. ADMINISTRATION OF FEDERAL OIL AND GAS LEASES ON THE OCS, FY 1986 


Gulf of FY 1986 
Alaska Atlantic Mexico Pacific Totals 


Processing of Leases: 


Assignments of Interest 237 13 1,343 85 1,678 

Relinquishments 31 2 86 12 131 

Terminations 0 0 30 0 30 

Expirations 0 0 163 6 169 

Pipelines: 

On-lease Applications Approved 0 0 140 2 142 

On-lease Miles 0 0 116 18 134 

Rights-of-way Applications Approved 0 0 61 2 63 

Rights-of-way Miles 0 0 439 12 451 
Production Platforms in Federal Waters: 

Applications Approved 0 0 108 N/A 108 

Under Supervision as of 09/30/86 0 0 3,425 20* 3,445 
Postlease Plans Approved: 

Exploration Plans 2 0 472 0 474 

Development/Production Plans 0 0 187 0 187 
Well Drilling Actions: 

Wells Plugged and Abandoned 10 0 256 8 274 

Exploratory Well Starts 7 0 263 3 273 

Development Well Starts 0 0 370 31 401 

Total Well-Starts: 7 0 633 34 674 


* These 20 platforms include 2 platforms that were launched in 1985 but were being 
prepared in FY 1986 for production. 


E. Exploration Activities 


The petroleum industry's exploration for offshore oil and gas in Federal waters 
declined in FY 1986, as it had the previous year. The reduction in most prelease 
permitting and postlease operations appeared to either parallel or exceed 
industry's production cutbacks. Fewer permits were issued for geologic and 
geophysical (G&G) data gathering, no Continental Offshore Stratigraphic Test 
(COST) wells were drilled, and planning activity for both exploration and 
exploratory well drilling was down sharply in three of the four OCS planning 
areas. Postlease approvals were given for 474 exploration plans, as compared 
to 708 in FY 1985. (As in FY 1985, no exploration plans were submitted for the 
Atlantic OCS.) Table 3 summarizes FY 1986 exploration on the Federal offshore. 
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Of the 205 G&G permits issued in FY 1986 by the MMS, 166 were for the Gulf of 
Mexico, 19 were for offshore Alaska, 16 were for the Pacific, and 4 were for 
the Atlantic. (These 4 were issued for nonenergy mineral exploration on the 
Atlantic OCS.) Overall, the number of G&G permits issued in FY 1986 was down 
46 percent from FY 1985. 


Table 3. EXPLORATION ACTIVITIES ON FEDERAL OIL AND GAS LEASES ON THE OCS, 


FY 1986 
Gulf of FY 1986 
Alaska Atlantic Mexico Pacific Totals 
G&G Permits Issued 19 4 166 16 205 
COST Well Starts 0 0 0 0 0 
Exploration Plans: 

Submitted l 0 469 l 471 
Approved 2 0 472* 0 474* 
Disapproved 0 0 l 0 l 
Pending 0 0 49 l 50 
Exploratory Well Starts 7 0 263 3 273 


* Some of the plans approved in FY 1986 were submitted in FY 1985. 


Geological data used to study mineral resource potential is derived from coring 
and test drilling, and various bottom—sampling methods for the physical examina- 
tion of subsurface rock formations that produce data on mineral resource poten- 
tial. Geophysical surveys include any operations that use seismic, electrical, 
geochemical, gravity, magnetic, and electromagnetic methods to obtain evidence 
of the structural and stratigraphic characteristics that identify areas having 
hydrocarbon trapping potential. Occasionally, such G&G information may also be 
used to identify areas with potentially hazardous drilling conditions. During 
the past fiscal year, the MMS acquired 48,681 line miles of geophysical data, 
down 32 percent from FY 1985. 


Data Line No. of G&G 
Offshore Region Miles Acquired* Permits Issued 
Alaska OCS *“ 23,203 19 
Atlantic OCS 424 4 
Gulf of Mexico OCS 22,410 166 
Pacific OCS 2,644 _16 
Totals: 48 ,681 205 


* Data may be acquired by the MMS in a given fiscal year from 
surveys permitted during either that or earlier fiscal years. 


Analyses of these data are major factors in the resource evalustion that the 
Department must make before scheduling OCS lease sales. The ophysicists 
interpret the G&G data and prepare maps of subsurface struct t and near 
perceived hydrocarbon target horizons. These maps form the c all tract 


evaluation efforts and are--together with geological, engineering, and economic 
data--the basic criteria the MMS uses to support the bid adequacy determinations 
for lease sales. 


Before lease sales in frontier areas, COST wells are sometimes drilled by 
industry. Since these deep stratigraphic tests are intended only to obtain 
geological information, not to identify or remove oil or gas from hydrocarbon 
reservoirs, they are usually drilled off structure. With such drilling costing. 
millions of dollars, most COST wells are financed by consortiums of several 
companies. One COST well was planned for the Chukchi Sea in July 1986, but it 
was canceled. 


Exploration activities for FY 1986 are shown in Table 3. The Gulf of Mexico 
OCS Region continued to be the dominant offshore area for both prelease and 
postlease activities. Nevertheless, postlease exploration activity levels reg- 
istered significant decreases for the Alaska, the Gulf of Mexico, and the 
Pacific OCS in FY 1986. The number of exploration plans submitted in FY 1986 
totaled 471 for the three OCS regions, compared to 725 in FY 1985. Also, 273 
exploratory wells were started in FY 1986, compared to 530 in FY 1985 for the 
same regions. 


In the Pacific OCS Region, exploratory drilling deciined significantly during 
FY 1986; only 3 exploratory wells were started in the region, versus 10 in FY 
1985. 


No new exploratory wells were started in the Atlantic OCS Region. To date, 46 
wells have been drilled in the Yederal waters offshore the Atlantic States, but 
no commercial quantities of hydrocarbons have been found. No exploratory drill- 
ing permits had been issued as of September 30, 1986; nor is any exploratory 
drilling expected in FY 1987. 


In Federal waters offshore Alaska, only 7 exploratory wells were started in FY 
1986, compared to 22 in FY 1985. Of these FY 1986 well starts, 6 were in the 
Beaufort Sea and 1 in the Navarin Basin of the Bering Sea, bringing the total 
to 66 exploratory wells on Federal leases offshore Alaska. As of September 30, 
1986, the 1984 Seal Island discovery, in the Beaufort Sea, was the only commer- 
cial find of offshore oil in the Arctic subregion. 


During FY 1986, Amoco Production Company drilled the first exploratory well 
ever bored from a grounded artificial island built of spray ice. Called No. 
1 Mars, the island is in the Mars Prospect, an area of petroleum potential in 
the Beaufort Sea. No. 1 Mars is 950 feet in diameter and 50 feet thick, with 
half of its ice mass below sea level. In another technological first for the 
area, the first well drilled from a single-steel drilling caisson (SSDC) was 
spudded approximately 12 miles east of the Mukluk structure. A submersible 
mobile drilling unit, the SSDC was constructed by modifying a very large crude 
carrier (VLCC). After parts of the VLCC's bow and stern were cut away, the 
sides were strengthened against ice forces with 3-foot thick concrete. The 
resulting SSDC, used with a steel mat, can work in water depths up to 75 feet. 


Deepwater exploration (at depths of 600 feet or more) slowed considerably in 
the Gulf of Mexico during FY 1986. Only 46 deepwater well starts were made 
during the year, compared to 74 in FY 1985, and 15 deepwater oil and gas 
discoveries were announced, compared to 22 the previous year. All told, 56 oil 


and gas discoveries were officially announced in the entire Gulf of Mexico OCS 
Region. A total of 469 exploration plans were submitted by operators on Federal 
leases in the Gulf during FY 1986, compared to 711 submitted in FY 1985. 
Moreover, only 263 exploratory wells were started, down considerably from the 
previous year's count of 498. 


Nevertheless, there were some promising beginnings in exploration activity 
in three new areas in the eastern Gulf during FY 1986: Texaco, Inc. drilled a 
well in approximately 2,400 feet of water in Atwater Valley Block 1; Shell 
Offshore, Inc. drilled a well in 1,975 feet of water in Desoto Canyon Block 
512; and Sohio Petroleum Company drilled a well in 69 feet of water to a depth of 
15,941 feet in the Gainesville area offshore St. Marks, Florida. 


Also during FY 1986, an exploratory well was drilled for the first time in more 
than 10 years near the Florida Middle Grounds area, and another for the first 
time in more than 5 years in the Charlotte Harbor area offshore Tampa, Florida. 
Tenneco Oil Company set a new drilling depth record in FY 1986 for the Gulf 
with Well No. 1 on Viosca Block 117. The well was drilled to 25,000 feet and 
is in 115 feet of water, approximately 38 miles southeast of Pascagoula, 
Mississippi. 


F. Development/Production Activities 


Table 4 summarizes offshore development and production on the Federal offshore 
of the United States during FY 1986. Both activities remain concentrated on 
the Gulf of Mexico OCS (since 1954) and on the Pacific OCS (since 1963). 


Table 4. DEVELOPMENT/PRODUCTION ON FEDERAL OIL AND GAS LEASES ON THE OCS, 


FY 1986 
Gulf of FY 1986 
Alaska Atlantic Mexico Pacific Totals 
Development/ Production: 
Submitted Plans 0 0 170 l 171 
Approved Plans 0 0 187 0 187 
Disapproved Plans 0 0 0 0 0 
Pending Plans 0 0 18 2 20 
Development Well Starts 0 0 370 31 401 
Production Platforms: 
Total in FY 1985 0 0 3,337 18* 3,355 
Added 0 0 165 2 167 
Removed 0 0 78 0 78 
Total as of 09/30/86: 0 0 3,424 20* 3,444 
Platform Maximums: 
Water depth in feet N/A N/A 1,024 850 N/A 
Miles from shore N/A N/A 138 11 N/A 
Pipelines Added 0 0 169 4 173 
Pipeline Miles Added 0 0 504 17 521 
Total Pipeline Miles 0 0 16,459 71 16,530 


* These adjusted totals do not include those platforms in State waters which are 
connected to facilities in Federal waters. 


NOTE: Some plans approved for development and production during FY 1986 were 


submitted in FY 1985. The depth and mileage statistics are not applicable 
(N/A) to either the Alaska or Atlantic OCS Regions since neither has production. 


; 


Well starts in the Pacific OCS Region totaled 31, down from 39 in FY 1985. 
Most of these wells were drilled to develop the reserves in the Beta, Santa 
Clara, and Point Pedernales fields. During FY 1986, Platforms Hermosa and 
Hidalgo were launched in the Point Arguello field of the Pacific OCS Region. 
These two platforms, together with Flatform Harvest in the same field, are 
expected to achieve peak production of 90,000 barrels of oil per day by 1989. 


In the Gulf OCS Region, there were 370 development well starts, compared to 522 
in FY 1985. Although development activity in the Gulf's deepwater tracts has 
been depressed as a result of low oil prices, the oil industry's interest in 
this frontier area continues, even though some deepwater projects are being 
suspended or reevaluated. Four ongoing projects are particularly noteworthy. 


One in the Western Gulf subregion (offshore Texas) and three in the Central 
Gulf subregion are listed below: 


®* Standard 0il Company's installation of Platform Snapper in 863 feet of water, 
195 miles offshore Galveston, Texas. 


® Mobil O11 Company's installation of a platform in 760 feet of water in Green 
Canyon Block 18. 


® Shell Oil Company's plans for a jacket launch in 1988 for its Platform 
Bullwinkle in 1,350 feet of water in Green Canyon Block 65. 


®° Placid Oil Company's development of Green Canyon Block 29, with a converted 
semisubmersible drilling vessel as the Gulf's first floating production 
facility. 


In addition, in FY 1986, Union Exploration Partners Ltd. began initial production 
from its Platform Cerveza Ligera. Set approximately 100 miles southeast of 
Galveston, in 925 feet of water, the platform was installed (June 1982) to 
develop the reserves under East Breaks Blocks 158 and 159. Initial production 
in FY 1986 was approximately 2,500 barrels of oil per day. 


Deepwater projects that have been suspended or are being reevaluated include 
Exxon's development of Mississippi Canyon Block 297 with 1,400-foot water 
depths; Shell's development of Green Canyon Block 73 with 1,950-foot water 
depths; and Marathon's development of Green Canyon Block 153 with 3,000-foot 
water depths. 


G. Reserve Inventory 


The MMS, as a consequence of its mission and of its administration of the OCS 
Oil and Gas Program, is responsible for both monitoring the Nation's reserves 
of known hydrocarbon deposits and estimating its potentially recoverable, undis- 
covered resources. These responsibilities include the maintenance of the 
Reserve Inventory Program. (It was set up in FY 1977 to keep and develop 
accurate, updated estimates of Federal offshore oil and gas reserves in both 
new and developed fields.) This program and continuing investigation are man- 
dated in section 606 of the OCSLAA of 1978, and as amended July 31, 1986. 


Reserve inventories are generated in the MMS regional offices from well data 
supplied by leasehold operators. These inventories are then tallied by fields 


and by reservoirs and evaluated. To accommodate the detailed information needed 
for analyses, the MMS uses its Field and Reservoir Reserves Estimates (FRRE). 
A computerized storage and retrieval system, FRRE also calculates updated 
estimates for use in separate annual news releases. In addition, all offshore 
map work and field and reservoir analyses give direct support to the MMS super- 
vision of field and reservoir development. That supervision entails production 
rate control, approval of drilling permits, unitization of tracts, and geolog- 
ical and engineering analyses for future lease sale evaluation. 


The Reserve Inventory Program serves two purposes: (1) to determine the reserves 
of new field discoveries, and (2) to update discovered, previously inventoried 
reserves as new geologic, engineering, and production data are collected. As 
of January 1, 1986, the total estimated recoverable reserves in the submerged 
Federal lands amounted to 5.3 billion barrels of crude oil and 47.7 trillion 
cubic feet of natural gas. These reserves are considered recoverable from the 
573 fields studied in 1985. 


H. Demonstrated Reserves and Estimated Undiscovered, Economically 
Recoverable Resources 


Tables 5 and 6 summarize the quantities of oil and gas that may be inferred or 
estimated to exist in offshore areas under Federal jurisdiction; these are 
identified as either demonstrated reserves or undiscovered, economically recov- 
erable resources. Reserves are those portions of an identified oil or gas 
resource that have already been discovered and can be economically extracted 
using current technology and under present economic conditions. Undiscovered, 
economically recoverable resources are those hydrocarbon deposits estimated to 
exist outside of known fields and, potentially, in commercial quantities. 


Table 5 lists the undiscovered resource estimates for 22 of the 26 planning 
areas of the OCS regions (see Figure 3, section III, this report). Four planning 
areas (Aleutian Arc, Aleutian Basin, Bowers Basin, and St. Matthew-Hall) are 
considered to contain negligible quantities of economically recoverable hydro- 
carbons and are not listed in the table. In two others (the Chukchi Sea and the 
Beaufort Sea), a 200-foot water depth is considered the limit for present-day 
and foreseeable development and production. Thus, based on foreseeable techno- 
logical advances and on cost/price relationships, both current and as projected 
in FY 1986, the conditional mean gas resources that are estimated to exist in 
those areas are assumed at this time to be noneconomic. The estimates show the 
average quantities of economically recoverable, undiscovered oil and gas esti- 
mated to be present if the given planning area contains a commercial accumlation 
of hydrocarbons. These estimates were developed in March 1985 and are updates of 
earlier ones published in OCS Report MMS 85-0012. As before, the MMS calculated 
OCS resources with its computer-based mathematical model called Probabilistic 
Resource Estimates Offshore (PRESTO). In this model, the MMS evaluators use a 
prospect-specific data base developed from regional interpretations of seismic, 
geologic, engineering, and economic information. PRESTO provides a range of 
resource estimates with a corresponding estimate of the probability of occur- 
rence. This differs from the methods formerly used for similar assessments 
by the U.S. Geological Survey (USGS), as described in USGS Circulars 725 and 860. 


As the Table 5 computations show, the marginal probability of hydrocarbons, 
expressed as a decimal fraction, quantifies the chance that commercial volumes 
exist in a planning area. In the case that hydrocarbons are already known to 


Table 5. UPDATED ESTIMATES OF UNDISCOVERED, ECONOMICALLY RECOVERABLE OIL AND GAS 


RESOURCES IN 22 PLANNING AREAS OF 4 OCS REGIONS, AS OF MARCH 1985 


ALASKA OCS REGION: 
Gulf of Alaska 
Leased & Unleased 
Unleased 
Leased 
Cook Inlet 
Leased & Unleased 
Unleased 
Leased 
Kodiak 
Leased & Unleased 
Unleased 
Leased 
North Aleutian 
Leased & Unleased 
Unleased 
Leased 
Shumagin 
Leased & Unleased 
Unleased 
Leased 
St. George Basin 
Leased & Unleased 
Unleased 
Leased 
Navarin Basin 
Leased & Unleased 
Unleased 
Leased 
Norton Basin 
Leased & Unleased 
Unleased 
Leased 
Hope Basin 
Leased & Unleased 
Unleased 
Leased 
Chukchi Sea 
Leased & Unleased 
Unleased 
Leased 
Beaufort Sea 
Leased & Unleased 
Unleased 
Leased 


Marg. 
Prob. 
of H* 


Conditional Mean 


Oil in 
Bbbl 


Gas in 
Tcf 


8.34 
8.00 
0.40 


Risked Mean 
Oil in Gas in Total in 
Bbbl Tcf BBO 5 
0.04 0.66 0.16 
0.04 0.64 0.15 
0.01 0.02 0.01 
0.01 0.01 0.01 
0.01 0.01 0.01 
neg. neg. neg. 
0.01 0.13 0.03 
0.01 0.13 0.03 
0 0 0 
0.08 0.54 0.17 
0.08 0.54 0.17 
0 0 0 
neg. 0.04 0.01 
neg. 0.04 0.01 
0 0 0 
0.37 3.47 0.99 
0.25 2.03 0.61 
0.13 1.45 0.38 
1.30 1.58 1.58 
0.89 1-15 1.09 
0.41 0.43 0.48 
0.09 0.43 0.17 
0.03 0.18 0.07 
0.06 0.24 0.11 
neg. 0.04 0.01 
neg. 0.04 0.01 
0 0 0 
0.54 0 0.54 
0.54 0 0.54 
0 0 0 
0.89 0 0.89 
0.45 0 0.45 
0.39 0 0.39 


* Marginal probability of hydrocarbons (H), given nere as a decimal fraction of 1.00 
as the known case, expresses the chance of their occurrence in commercial volumes. 


NOTE: Eetimates by the MMS as of March 1985: 


oil in billions of barrels (Bbbl), 


gas in trillions of cubic feet (Tcf), risked mean total in billions of barrels of 


oil equivalent (BBOE). 


Negligible (neg.) quantities are given wherever reliable data 


indicate little or no concentration of usable, extractable hydrocarbons under present 
economic conditions and using present technology. 


Table 5 (continued). UPDATED ESTIMATES OF UNDISCOVERED, ECONOMICALLY RECOVERABLE OIL AND GAS 
RESOURCES IN 22 PLANNING AREAS OF 4 OCS REGIONS, AS OF MARCH 1985 


Conditional Mean Risked Mean 
Oil in Gas in Oil in Gas in Total in 


ATLANTIC OCS REGION: bbl _Tcf Bbbl Tef BBOE 
North Atlantic 
Leased & Unleased 0.08 
Unleased 0.08 
Leased 0 
Mid-Atlantic 
Leased & Unleased 0.36 
Unleased 0.24 
Leased 0.11 
South Atlantic 
Leased & Unleased 
Unleased 
Leased 
Florida Straits 
Leased & Unleased 
Unleased 
Leased 


GULF OF MEXICO OCS REGION: 
Eastern Gulf 
Leased & Unleased 
Unleased 
Leased 
Central Gulf 
Leased & Unleased 
Unleased 
Leased 
Western Gulf 
Leased & Unleased 
Unleased 
Leased 


PACIFIC OCS REGION: 
Oregon/Washington 
Leased & Unleased 
Unleased 
Lecsed 
Northern California 
Leased & Unleased 
Unleased 
Leased 
Central California 
Leased & Unleased 
Unleased 
Leased 
Southern California 
Leased & Unleased 1.54 
Unleased 1.26 
Leased 0.37 


NOTE: The proposed, separate Northern California and Central California planning areas 
were formerly known as the single Northern and Central California area. 


\\ 


exist, the marginal probability is expressed as 1.00 for that certainty. 
However, commercial accumulations of hydrocarbons are not known to exist in the 
majority of these planning areas. Thus, the risked mean estimates incorporate 
the degree of uncertainty surrounding the existence of economic hydrocarbons. 


Risked mean total oil and gas is calculated in billions of barrels of oil 
equivalent and is the sum of the risked mean oil resources ae billions of 
barrels and the risked mean gas resources converted from trillions of cubic 
feet to billions of barrels of oil equivalent. This conversion is sometimes 
useful when making comparisons between and among areas. 


Table 6. 1985 ESTIMATES OF ORIGINAL AND REMAINING OIL AND GAS RESERVES IN NEW AND DEVELOPED 
OCS FIELDS COMPARED TO THE 1984 ESTIMATES OF RESERVES 


aie. Reserves Cumulative Production Remaini Reserves Wo. of 
Oil in Gas in Oil in Gas in O11 in Gas in Fields 


Bbbl Tcf Bbbl Tcf Bbbl Tcf Studied 
Pacific (Southern California) OCS: 
1985 1.60 2.33 0.34 0.27 1.26 2.07 24 
1984 1.52 2.40 0.31 0.20 1.21 2.20 23 
Gulf of Mexico OCS: 
1985 10.63 116.70 6.58 71.10 4.05 45.60 549 
1984 9.91 111.60 6.24 67.10 3.67 44.50 531 


NOTF: All estimates are calculated for each year as of December 31; crude ofl is given 
in billions of barrels (Bbbl) at 60° Fahrenheit, 14.696 psia (14.73 psia in Southern Cali- 
fornia); and natural gas in trillions of cubic feet (Tcf) at 60° Fahrenheit, 15.025 psia. 


Table 6 compares the original reserves, the cumulative production, the estimated 
remaining OCS reserves, and the number of fields studied, as of December 31, 
1985, with those of December 31, 1984. These estimates appeared in OCS Report 
MMS 86-0066 for the Pacific OCS Region and in OCS Report MMS 86-0049 for the 
Gulf of Mexico Region. Both reports are available from the respective MMS 
regional offices. 


I. Production Activities 


Commercial oil and gas production continued to be limited to Federal leases on 
the submerged Federal lands of the Gulf of Mexico and the Pacific OCS. In FY 
1986, production from fields in the Gulf of Mexico and the southern California 
ofishore represented 12.0 percent and 22.9 percent of total U.S. oil and gas 
production, respectively. As before, there was no production from either the 
Alaska or Atlantic OCS regions. Table 7 breaks out oil and gas volumes from 
the 7,106 producing wells on OCS Federal lands. 


Overall, offshore production of crude oil and condensate decreased by 6.4 


percent from that reported in FY 1985, and offshore production of natural gas, 
including gas-well gas and casinghead gas also decreased by 12.6 percent. 
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Table 7. OIL AND GAS PRODUCTION FROM WELLS ON OFFSHORE FEDERAL LEA{ES, FY 1986 


Gulf of FY 1986 

Alaska Atlantic Mexico Pacific Totals 

Crude Oil (Mbbl) 0 0 319,500 29 ,496 348,996 
Condensate (Mbb1) 0 0 37,951 0 37,951 


3,820,248 43,224 3,863,472 


o 
oO 


Natural Gas (MMcf) 


Producing Wells: 
011 Wells 0 0 3,812 342 4,154 


Gas Wells 0 0 2,931 21 2,952 


NOTES: Crude oil and condensate are reported in thousands of barrels (Mbbl) and 
natural gas (gas-well gas and oil-well or casinghead gas) in millions of cubic 
feet (MMcf). 


The royalty revenues from this reported offshore production aay be found under 
“Receipts: Accounts 142020 and 14X6707" in section IV of this report. 


Oil and condensate production decreased by 6.3 percent in the Gulf of Mexico 
OCS Region and by 8.9 percent Pacific OCS Region. Natural gas production was 
down even more: by 12.6 percent in the Gulf of Mexico OCS Region; by 10.7 
percent in the Pacific OCS Region. 


As of September 30, 1986, the 6,743 producing wells on Federal leases in the 
Gulf cf Mexico OCS Region included 3,812 oil wells and 2,931 gas wells. The 
363 producing wells on Federal leases in the Pacific OCS Region included 342 
oil wells and 2! gas vells. In FY 1986, there were 145 more oil wells and 35 
more gas wells in the Gulf of Mexico than in FY 1985. Im the Pacific, there 
were 4 more oil wells for the same period; the gas well totals were down by |. 
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II. MANAGEMEN], SUPERVISION, SAFETY, AND ENFORCEMENT ACTIVITIES 


A. Regulations 


Work continued on the revision, clarification, and consolidation of the complex 
rules and regulations governing OCS oil, gas, and sulphur leasing operations. 
As part of that work, the recommendations of MMS's Regulatory Reform Task Force 
were published as a proposed rule in the Federal Register on March 18, 1986 
(51 FR 9316), with a 180-day comment period. Subsequently, the task force 
reviewed the numerous comments for appropriate use. (The task force was origin- 
ally formed in FY 1983 to consolidate into 30 CFR Part 250 the many layers of 
rules and regulations in the offshore program.) Task force goals include (1) 
elimination of redundant, burdensome, unnecessary, and counterproductive re- 
quirements imposed by current rules; (2) introduction of more performance 
standards; (3) simplification of the language of the rules; and (4) maintenance 
of appropriate human, property, environmental, resource conservation, and 
safety standards. The task force has examined the requirements in all the 
current regulations, OCS Orders, Notices to Lessees and Operators, conditions 
of approval, and MMS standards with a view to their possible incorporation into 
a unified set of rules. The MMS formally proposed these unified rules in 
various notices during FY 1986. 


During FY 1986, six rules and a notice incorporating by reference were promul- 
gated as final rules. Work also began or continued on many more. A summary of 
the final rulemaking is given first, below: 


° 30 CFR Part 256: A final rule was published in the Federal Register on 
November 18, 1985 (50 FR 47377), with an effective date of November 18, 1985. 
This final rule establishes a procedure for accepting or rejecting bids on OCS 
leases in areas subject to defense-related activities that may be incompatible 
with mineral exploration/development activities. 


° 30 CFR Parts 250 and 256: A final rule was published in the Federal 
Register on November 29, 1985 (50 FR 49041), with an effective date of 
December 30, 1985. This final rule amends the regulations to provide an 8-year 
primary term for leases in the OCS in water depths of 400 to 900 meters. 


* 30 CFR Part 250: A Notice was published in the Federal Register on 
January 17, 1986 (51 FR 2585), with an effective date of February 18, 1986. 
This notice incorporates by reference into OCS Order No. 5 the 1984 edition of 
American Petroleum Institute (API) Recommended Practice 14C. Titled “Analysis, 
Design, Installation and Testing of Basic Surface Safety Systems for Offshore 
Production Platforms,” this replaces the 1978 API edition of 14C. 


° 30 CFR Part 256: A final rule was published in the Federal Register on 
February 20, 1986 (51 FR 6107), with an effective date of March 24, 1986. This 
final rule revises § 256.22 by removing a requirement that commits MMS to re- 
quest other Federal Agencies to prepare reports on other resources or potential 
effects of mineral operations upon offshore lands being considered for leasing. 
Under this revised rule, MMS will request such reports only when warranted. 


° 30 CFR Part 252: A final rule was published in the Federal Register on 


March 26, 1986 (51 FR 10381), with an effective date of April 25, 1986. This 
rule amends the definition of “area adjacent to a State” to deem the States of 
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New York and Rhode Island adjacent to the North Atlantic Planning Area even 
though the States do not physically border that particular planning area. 


* 30 CFR Parts 251 and 252: A final rule was published in the Federal 
Register on May 9, 1986 (51 FR 17175), with an effective date of June 9, 1986. 
This rule amends the regulations concerning reimbursement by MMS for certain 
costs of data it acquires from businesses authorized to explore the OCS under 
permits issued by MMS. This amending removes existing regulatory requirements 
for the reimbursement of permittees for costs of processing and reprocessing 
data and information in a form and manner used by the permittee in the normal 
conduct of business. The amendment was necessary to bring the rules into 
conformity with revisions to the OCSLA. 


° 30 CFR Part 256: A final rule was published in the Federal Register on 
June 12, 1986 (51 FR 21345), with an effective date of July 14, 1986. This 
rule amends 30 CF® Part 256 by revising §§ 256.23(b) and 256.26(a) to clarify 
the scope of information requested from the public in a Call for Information 
and Nominations. 


* * * 


30 CFR Part 256: A final rule was scheduled for publication in the 
Federal Register on October 20, 1986, with an effective date of November 19, 
1986. This rule was intended to amend the regulation on lease sales so as to 
require only publication in the Federal Register of a notice of availability 
[at MMS offices of the proposed Notice of Sale] in lieu of publication of the 
proposed, detailed notice of sale itself, thereby considerably reducing annual 
publication costs for the MMS. 


° 30 CFR Chapter II: An Advance Notice of Proposed Rulemaking (ANPR) had 
been published in FY 1985 (December 7, 1984; 49 FR 47871) to request comments 
and recommendations concerning the DOI's consideration of new regulations to 
govern prelease prospecting in the OCS for minerals other than oil, gas, and 
sulphur under the authority of the OCSLA. During FY 1986, an interagency 
task force analyzed the comments received and began work on an appropriate 
proposed rule. 


* 30 CFR 250.57: An ANPR had been published in FY 1985 (January 7, 1985; 
50 FR 838) to request information on whether MMS should amend its OCS air 
quality rules by including special provisions for the OCS adjacent to the State 
of California. The ANPR solicited comments on the established air quality 
program and on possible modifications that could be considered for rules now 
applicable to OCS areas adjacent to California. During FY 1986, the DOI, the 
State of California, the oil industry, and other interested parties worked out 
an agreement to pursue a negotiated rule. Upon completion of these negotiations, 
the DOI will publish a proposed rule in the Federal Register. 


° 30 CFR Chapter II: An ANPR had been published in FY 1985 (April 19, 
1985; 50 FR 15590) to request comments and recommendations concerning DOI's 
consideration of new regulations to govern leasing in the OCS for minerals 
other than oil, gas, and sulphur under the authority of the OCS Lands Act. 
During FY 1986, an interagency task force analyzed the comments received from 
this ANPR and worked on a draft proposed rule. 
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° 30 CFR Part 250: An ANPR was published in the Federal Register on 
March 5, 1986 (51 FR 7584). The ANPR requested comments and recommendations on 
DOI's consideration to amend its regulations concerning the disposition of plat- 
forme and other facilities used in oil and gas production in the OCS following 
termination of production. The amendments being considered would revise MMS 
rules governing the removal of all structures and facilities upon the cessation 
of operations. 


* 30 CFR Chapter II: An ANPR was published in the Federal Register on 
April 9, 1986 (51 FR 12163). The ANPR requested comments and recommendations 
on DOI's consideration of new regulations to govern postlease operations in the 
OCS for minerals other than oil, gas, and sulphur under the authority of the 
OCSLA. An interagency task force has analyzed the comments received, and a 
proposed rule is being developed. 


° 30 CFR Parts 250 and 251: A proposed rule was published in the Federal 
Register on February 20, 1986 (51 FR 6133). The proposed rule would amend the 
regulations to provide for extensions of the terms during which data and infor- 
mation are not releasable to the public without the consent of the lessee or 
permittee. The rule would protect the proprietary nature of data and information 
during periods when an area is unavailable for lezsing. In analyzing comments 
to this and other proposed rules, MMS is considering changes which would extend 
the protection of proprietary geologic and geophysical data and information for 
all areas of the OCS until a lease sale is competed. 


° 30 CFR Part 250: A proposed rule was published in the Federal Register 
on April 24, 1986 (51 FR 15502). The proposed rule would establish procedures 
to obtain testimony from witnesses or persons who have knowledge of serious 
accidents, fires, blowouts, or spills that have occurred during oil, gas, or 
sulphur operations in the OCS. 


° 30 CFR Part 250: A proposed rule was published in the Federal Register 
on August 21, 1986 (51 FR 29947). The proposed rule would amend the regulations 
to provide requirements for the temporary abandonment of a well. The proposed 
requirements would remove ambiguity and generally conform the rules to historic 
industry practice. 


* 30 CFR Part 250: A Notice was published in the Federal Register on 
September 18, 1986 (51 FR 33146). The notice proposed to incorporate by refer- 
ence into OCS Order No. 5 for all OCS regions both the 1985 Edition of the 
American National Standards Institute/American Society of Mechanical Engineers 
Safety Pollution Prevention Equipment (ANSI/ASME SPPE-i) and the 1984 editions 
of API Specifications i4A and 14D. The proposed incorporation by reference 
would bring OCS Order No. 5 up-to-date with the above industry equipment speci- 
fications. 


* * * 


30 CFR Part 250: A proposed rule in work during FY 1986 was scheduled 
to be published in FY 1987 in the Federal Register. The proposed rule would 
amend the regulations to delete the requirement for a monthly report of opera- 
tions under 30 CFR 250.93 and would add the requirement for a report of cessation 
of production for leases which have ceased production during an extended lease 
term. 
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° 30 CFR Part 256: A proposed rule that was evaluated and considered 
during FY 1986 would amend the regulations to add a section authorizing DOI to 
conduct supplemental sales in the OCS and establish limits on such supplemental 
sales. This action would enable DOI to revise leasing considerations as new G&G 
data warrants. 


° 30 CFR Part 271: A proposed rule that was evaluated and considered 
during FY 1986 would implement section 604 of the OCSLAA 1978 by prohibiting 
unlawful discrimination in employment in the OCS. This proposed rule would 
address discrimination not otherwise prohibited by regulations of other Federal 
Agencies. 


B. Well-Contrul Schools 


Begun in FY 1979, the MMS well-control training program is designed to ensure 
that OCS drilling crews know how to both prevent and control blowouts. The MMS 
approval process includes the review of all training program documents submitted 
and the initial onsite evaluation of industry-run training schools to verify 
that the actual training program is being implemented as approved. After 
initial approval, the MMS makes unannounced visits to assure continued compli- 
ance with the MMS training standards. During FY 1986, the MMS performed such 
unannounced evaluations at 29 well-control schools. 


The MMS also certified or recertified 13 basic and refresher courses and | 
rotary helper and derrickman course during FY 1986. Thus by yearend, industry 
was operating a total of 201 certified well-control schools including 65 basic, 
64 refresher, and 72 rotary helper and derrickman schools. 


C. Inspection and Enforcement 


During FY 1986, MMS continued the documentation of offshore inspection policies 
and procedures that began with the signing (and issuance) of the Offshore 
Inspection Program Manual Chapter on May 8, 1983. Subsequently, that Manual 
Chapter was revised (effective September 3, 1986) to incorporate a policy state- 
ment for unannounced inspections. Earlier, Chapter 4 was completed for the 
headquarters supplement to the Offshore Inspection Program Handbook. Titled 
"Internal Review,” the chapter was signed on December 26, 1985. Regional 
Supervisor's instructions were also completed and approved for the Pacific OCS 
Region, on July 15, 1986. Similar instructions for the Regional Supervisors of 
the Gulf of Mexico OCS Region and the Alaska OCS Region are scheduled for com- 
pletion during FY 1987, as are all District office instructions. 


The production subsystem of the Office Inspection System (01S), a computerized 
data base, was completed during FY 1986 and will be fully implemented during 
the second quarter of FY 1987. (The drilling subsystem of the OIS was imple- 
mented during FY 1985.) The pipeline subsystem is scheduled for completion and 
implementation next year. The MMS Offshore Inspection Program will then be 
fully documented for consistent nationwide application. 


During FY 1986, MMS completed 10,854 inspections of drilling, production, pipe- 
line, and measurement operations: 430 in the Alaska OCS Region; 8,401 in the 
Gulf of Mexico OCS Region; and 2,023 in the Pacific OCS Region. 
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D. Equipment Certification 


The DOI established the equipment certification requirements now in force when 
it issued revised OCS Orders in January 1980. Subsequently, the Committee on 
Safety and Pollution Prevention Equipment of the American Society of Mechanical 
Engineers (ASME) began work on an all-industry certification program as did the 
ASME Subcommittee on Repair. Now called the Subcommittee on Referenced 
Standards, that subcommittee was formally established in 1981 to develop generic 
requirements for handling the repair of certified surface and subsurface safety 
valves. Throughout FY 1986, MMS continued working closely with both ASME 
groups in order to make revisions and updates of existing standards and to 
develop new standards as needed. 


E. Platform Verification 


Since FY 1980, the DOI has monitored offshore structures through its Platform 
Verification Program (PVP), which is directed from the MMS Office of Program 
Support and Coordination. Through the PVP, the MMS provides guidelines that 
help assure that fixed and bottomfounded oil and gas platforms on Federal OCS 
leases have a high probability of surviving the environmental conditions to 
which they are exposed. Accordingly, for verification the PVP requires that 
the design, fabrication, and installation of all platforms be reviewed and 
evaluated by lessee-nominated, independent technical organizations certified by 
MMS. These third parties are known as Certified Verification Agents (CVA). 


The OCS platforms subject to review under the PVP include those used in frontier 
areas where severe weather or extreme environmental conditions prevail and 
those which incorporate unusual or innovative design features. A total of 18 
structures were under review in FY 1986. Four of these were new platforms: a 
spray-made, grounded ice island in the Beaufort Sea; a floating drilling and 
production system (FDPS) in the Gulf of Mexico; and two template-type platforms, 
also in the Gulf. The spray ice island and FDPS are the first of their kind to 
be used on the Federal offshore. The PVP staff continued their review of pre- 
fabricated units for the Shell Oil Company's Platform Bullwinkle (to be set at 
1,350-foot water depth) since many units were shipped from Japan in FY 1986 for 
assembly in a Texas fabrication yard. The PVP staff also traveled to Korea and 
Japan to monitor CVA activities and inspect other Pacific offshore platforms 
being fabricated there. The PVP staff also began serving on a new API 
subcommittee that is developing guidelines for the inspection of OCS platforms. 
The number of structures reviewed under the PVP since 1980 totaled 72 as of 
September 30, 1986. 


F. Technology Assessment and Research 


The Technology Assessment and Research (TA&R) Program is an integral part of 
the inspection and enforcement mission of offshore operations. As such, it 
provides a formal technology base for regulatory personnel who work with the 
oil and gas industry operating in the frontier areas of the deeper ocean waters 
and the ice-infested Arctic. The TA&R staff assesses and analyzes the status 
of available technologies and through these studies promotes dialogue at the 
engineering level among industry, universities, and MMS personnel. For manage- 
ment purposes, the study areas are grouped under well control (blowout preven- 
tion), verification of offshore structures and pipelines, and oil-spill contain- 
ment and cleanup. The TASR programmatic content is directed at the functional 
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needs of MMS operations as follows: operational permits and plan approvals, 
safety and pollution inspections, enforcement actions, accident investigations, 
and well-control training requirements. Priorities for analysis are based on 
DOI's 5-year lease sale plans and on the inferences drawn from industry planning. 
In this way, the program can achieve maximum effectiveness in providing assur- 
ances in a timely manner that OCS technologies are satisfactorily understood 
for safe application. 


Projects illustrative of programmatic emphasis included ongoing investigations 
of (1) improved blowout-prevention procedures for deepwater drilling and in- 
proved gas diverter systems for use when shallow-gas blowouts occur before 
blowout preventers are in place, (2) inspection problems associated with the 
structural features of tensioned piles and legs of tension-leg platforms, 
(3) engineering properties of multiyear ice ridges and the platforms exposed to 
the resulting forces, and (4) subsea collection of oil if it escapes from a 
blowing wellhead, as well as surface collection technologies. 


The program currently administers about 35 active projects at universities, 
private companies, and Government laboratories. About half are participatory 
with the offshore industry or other Government Agencies. A network of working 
groups known as Operations Technology Assessment Committees (OTAC) expedite 
technical information exchange in both MMS headquarters and regional offices. 
These OTAC's review operational problems, discuss technology needs, and recom- 
mend improvements in the MMS regulatory program. For example, the findings 
from the above-mentioned gas diverter research are being used to amplify and 
clarify requirements already in the MMS regulations. Scientific and engineering 
investigators serve as staff adjuncts by participating at OTAC meetings in 
discussions of their specialties, thus greatly facilitating technology transfer. 
This OTAC network, together with the TA&R program, is a primary way for MMS to 
comply with the OCSLA, section 21(b) requirements to use the “best available 
and safest technologies which the Secretary determines to be economically 
feasible.” 


The 1986 publication, “Technology Assessment and Research Program for Offshore 
Minerals Operations,” MMS 86-0083 (OCS Study), is available without charge from 
the TAGR Program, the MMS, Offshore Operations, Reston, Virginia 22091. 


G. Safety Violations 


During FY 1986, the U.S. Coast Guard conducted 265 investigations in response 
to 2,698 reports or allegations of violations of safety requirements on OCS 
facilities. As a result, 2,417 corrective requirements were issued. Of those, 
10 Reports of Violations were officially forwarded to the MMS for either 
administrative or judicial action, in accordance with the procedures outined in 
33 CFR Part 140.40. The USCG also performed 675 inspections (some multiple) of 
497 offshore facilities in the waters of the 4 OCS regions. There are a total 
of 3,444 production platforms among the 3,485 offshore facilities in Federal 
waters. 


H. Diving Studies 


The Coast Guard was not invited to and did not participate during FY 1986 in 
any diving studies pursuant to section 2l(e) of the OCSLA, as amended (43 
U.S.C. 1347(e)) during FY 1986. The Department of Commerce is identified as 
the lead Agency for such studies under section 2l(e). 
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III. OTHER OCS PROGRAM ACTIVITIES 


Along with the leasing and operational activities which marked the Department's 
efforts to meet the goals of the OCSLA, as amended, a number of related activi- 
ties were carried out during FY 1986. The organization of the MMS illustrates 
the functional diversity of DOI's programmatic responsibilities (see MMS/ 
Offshore organizational chart, Figure 2). 


A. Bid Adequacy Procedures for Fair Market Value 


“Procedures for OCS Bid Adequacy” as developed by the OCS Fair Market Value 
Task Force of MMS, and as modified, have continued since 1983 to guide the area- 
wide lease offerings and sales held by the Department. They are fully described 
in the previous annual report to the Congress (Section III, subsection A, OCS 
Report, MMS 86-0024). No further changes affecting bid adequacy procedures 
were made in FY 1986. 


B. Bidding Systems 


Only cash bonus bidding with fixed royalty bidding systems was used in the three 
FY 1986 sales. The 16 2/3 percent royalty rate (1/6 of production value) is 
for the shallow-water, low-cost areas while the 12 1/2 percent royalty rate (1/8 
of production value) is for the deep-water, high-cost areas. Ordinarily, 
royalty rate differences are based on water depth, except in Alaska where roy- 
alty rates are selected on a sale-specific basis. The water-depth limits that 
constitute the 1/8 royalty demarcations are given below for all OCS regions: 


1/8-Royalty Demarcation 


Offshore Region Water Depth 
Alaska OCS variable 
Atlantic OCS 200 meters* 
Gulf of Mexico OCS 400 ” 
Pacific OCS 200 ”* 


* Water depths are here given in meters as in the 
Continental Shelf Convention (Geneva, 1958) to which 
the United States is signatory. For each meter, the 
U.S. equivalent is approximately 39.37 inches. 


No alternative bidding systems were used in FY 1986 because 1983 was the last 
year of the mandated 5-year test specified in section 8 of the OCSLA, as amended 
(43 U.S.C. 1337 (a) and (b)). Amalyses of that S-year test indicated that 
alternative bidding systems have not served to enhance either industry com- 
petition or Federal revenues as was originally intended. Moreover, in some 
instances, the use of alternative bidding systems was found to result in dis- 
incentives to exploration and development. Consequently, these disappointing 
results led the DOI to discontinue use of those alternative systems. 


C. Lease Terms Amended in FY 1986 


To substantially encourage exploration and development in deep-water OCS areas 
or where unusually adverse conditions prevail, the DOI/MMS published amending 
lease term regulations on November 29, 1985 (50 FR 4943). The final rule 
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defined the Secretary's stated policy which had already been implemented in 
Sale 98 (May 22, 1985). In that Central Gulf of Mexico sale (and thereafter), 
oil and gas leases are offered and issued “for an initial period of 8 years 
when the leases or any part thereof are in water depths of 400 to 900 meters” 
(30 CFR §$ 256.37). As amended, the rule also specifies that “Commencement of 
an exploratory well is required within the first 5 years of the initial 8-year 
term to avoid lease cancellation.” 


This new policy and rule modified the Department's previous policy of issuing 
all leases with a 5-year initial period, or not to exceed 10 years when such 
a longer period was found to be necessary because of unusually deep-water or 
other unusually adverse conditions. Moreover, any initial lease term will be 
extended from now on so long as (1) oil or gas is produced in paying quantities, 
or (2) approved drilling or reworking is conducted, or (3) a suspension of 
either operations or production has been appropriately directed by the MMS 
(30 CFR §$ 256.73). 


D. Environmental Studies 


In FY 1986, the MMS obligated $25.3 million for offshore environmental and 
socioeconomic studies under the oil and gas program. The studies were performed 
under contracts awarded to the private sector (59.3 percent), to other Federal 
Agencies (24.4 parcent), to research institutes (8.0 percent), to colleges and 
universities (7.1 percent), and to State governments (1.2 percent). These per- 
centages reflect only the initial transfer of funds. Typically, fund transfers 
by the MMS to other Federal agencies are redistributed as subcontracts to 
private sector entities and academic institutions. 


Environmental Studies Program funds are allocated annually to support both 
national and regional information needs. In FY 1986, these funds were expended 
by the offices of MMS/Offshore as follows: 


Alaska OCS Region $10.3 million (49.7 percent) 
Atlantic OCS Region 2.5 million ( 9.9 percent) 
Gulf of Mexico OCS Region 2.9 million (11.5 percent) 
Pacific OCS Region 7.9 million (31.2 percent) 


Headquarters Studies (MMS/Offshore)* 1.7 million ( 6.7 percent) 


* Either done at or managed from headquarters, these Washington-based 
studies are generic and either have programmatic application or are 
applicable to special problems in one or more offshore regions. 


The FY 1986 studies in the Alaska OCS Region coniinued to focus on the Bering 
Sea and Arctic Ocean subregions. Major projects are underway to delineate the 
habitats of endangered species and assess the effects of offshore operations on 
them. Project teams completed collection of the background information needed 
to support monitoring efforts on trace metal and hydrocarbon levels in the 
Beaufort and Chukchi Seas and on selected nesting seabird colonies in the 
Bering Sea. Further study of bowhead whale feeding habits also continued, for 
a second field season. In other studies, project teams continued assessing 
offshore operational hazards and the behavior of oil spillages in nearshore 
areas. In addition, a new study began an examination of the effects of such 
spillages on migrating salmon. Other ongoing studies are concerned with the 
long-range effects of offshore operations on native communities and their 
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subsistence resources and on commercial fisheries. Those of particular inter- 
est are (1) a new study of subsistence practices in certain districts of the 
North Slope Borough and (2) a social indicator survey of the effects of offshore 
operations on residential communities in Alaska. Another, a physical oceano- 
graphy study begun in FY 1986, will examine mesoscale features found in the 
Beaufort Sea. 


Begun in 1983, deepwater studies of biological and physical processes were 
still the main components of the Atlantic Studies program in 1986. Working 
under a formal Memorandum of Understanding (MOU) with the State of North Caro- 
lina, the MMS commissioned a study for physical oceanography data collection 
and modeling off that State's coast. Other studies initiated in FY 1986 include 
a generic one for “the synthesis of available data on the effects of oil 
[spillage] on marine animals and the impacts of OCS activities on fisheries.” 
A final study report on the “Effects of Oil [Spillage] on Marine Turtles” was 
issued in September 1986. Jointly funded by the Gulf of Mexico and the Atlantic 
Studies programs, the study was made by the Florida Institute of Oceanography. 


A major part of the studies program for the Gulf of Mexico OCS is the ongoing 
physical oceanography data collection and modeling of the deep Gulf. When 
complete, this environmental study will: (1) describe pollutant transport 
mechanisms over the continental slope and abyssal plain of the entire Gulf; (2) 
provide support for oil-spill trajectory analyses; and (3) supply critical in- 
formation for modeling shelf water movements. Marine biologists finished the 
field sampling and began the data synthesis of two aultiyear biological studies 
-—-on the Southwest Florida Shelf Ecosystem and on the Northern Gulf of Mexico 
Continental Slope. The impacts of OCS activities on sensitive coastal habitats 
were also investigated in FY 1986, and work began on refinement of a cultural 
resource model for the Gulf of Mexico. 


The Pacific studies program continued its support of efforts to identify and 
clarify chronic adverse effects on the marine ecosystem that result from oil 
and gas development and production activities. One project team continued 
evaluating the effects of oil spills on sea otter populations and developing 
measures to mitigate any harmful effects. Others continued work to: (1) define 
pollutant transpert mechanisms through computer modeling and at-sea measure- 
ments; (2) gather long-term information on rocky intertidal communities; (3) 
collect meteorological and sea-surface information from a network of data 
buoys; (4) investigate the adaptation of marine organisms to chronic hydrocarbon 
exposure; (5) develop baseline data for socioeconomic modeling; (6) determine 
the effects of OCS development on recreation and tourism; (7) study the ecology 
of seabirds in central and northerr. California; (8) continue to investigate the 
effects of offshore seismic operations on fish; (9) develop a California OCS 
fisheries data base; and (10) provide baseline information on California OCS 
archaeological resources. 


In FY 1986, the Pacific OCS Environmental Studies Program initiated the data 
archiving and analysis phases of the South Central Coast Cooperative Aerometric 
Monitoring Program. The Pacific program also initiated a long-term monitoring 
program around offshore production platforms. In addition, the Pacific program 
continued to sponsor with the EPA a study assessing the onshore ozone contribu- 
tion from present and future OCS development in the Santa Barbara Channel area. 
Another major study initiated in the Southern California Planning Area in FY 
1986 was the “Assessment of Long-term Changes in Biological Communities.” The 
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S-year project is aimed at identifying any subtle, long-term, OCS development 
induced changes that may be occurring in bottom dwelling plant and/or animal 
communities. <A major 4-year study was also initiated to observe ocean currents 
on the continental shelf and slope between San Francisco and the Oregon border. 
Titled the “Northern California Coastal Circulation Study,” this project is 
intended to provide the first comprehensive observation-besed description of 
the area's ocean currents. The results will ultimately be used to iaprove the 
accuracy of simulated oil-spill trajectories used in oil-spili risk analysis. 


The Washington headquarters office of MMS/Offshore continued to manage several 
programmatic or generic studies which contribute to the overall quality and 
integrity of the Environmental Studies Program. Ongoing work includes archiving 
and curating biological specimens collected during field studies, development 
of technical report summaries and preparation of the environmental and socio- 
economic analyses required under section 18 of the OCSLA, as amended. 


E. Agreements with Federal Agencies, States, and Local Governments 


In FY 1986, the MMS continued working with the EPA on procedures for implementing 
the cooperative efforts agreed upon in a 1984 MOU. That MOU provides for early 
EPA participation in the DOI's Environmental Studies Program and EIS prepara- 
tion. This enables the EPA to issue National Pollutant Discharge Elimination 
System (NPDES) permits for an area at the same time that the DOI issues a final 
Notice of Sale for that OCS area. Before issuing the NPDES permits, the EPA 
consults with the DOI in order to properly identify potentially productive or 
unique biological areas likely to be sensitive to pollutants that may be dis- 
charged from drilling operations. The permitting itself helps limit harmful 
effluents in OCS leasing areas and in turn prevents degradation of ocean waters. 


The MMS is participating in an interagency group sponsored by the EPA to help 
the EPA in the work of reviewing its report to Congress on Oil, Gas, and Geother- 
mal Production Wastes. (The report is required by the Resource Conservation and 
Recovery Act and is due to Congress in August 1987.) The interagency group is 
advising EPA on information gathering methods and evaluation of risk; it is 
also critiquing the report as well as other documents stemming from the EPA's 
investigation. 


Under a 1984 cooperative agreement derived from a 1983 MOU between the DOI and 
the State of North Carolina, the MMS had commissioned an initial assessment of 
“the effects of wind and Gulf Stream events on the currents off the coast of 
North Carolina as it relates to oil-spill risk potential.” Subsequently, in 
cooperation with the State's Office of Marine Affairs, the MMS commissioned a 
panel of physical oceanographers to independently review the MMS methodology 
used for oil-spill risk analysis (OSRA). That OSRA Scientific Review Panel, as 
charged by MMS, examined the present methodology and made recommendations for 
future methodologies for oil-spill risk assessment. The panel's findings were 
submitted to the MMS in November 1985 and released to the public early in 1986. 
Then, in response to the panel's recommendation, the MMS commissioned work on 
an “Ocean Circulation Model for the U.S. Atlantic Coast and Florida Straits.” 
Begun in September 1986, that study will address concerns about our ability to 
simulate the influence of Gulf Stream frontal events on ocean circulation and 
the potential transport of OCS-related contaminants. This model will in turn 
provide input to the MMS O1l1-Spill Risk Analysis model. The Governor of North 
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Carolina's representative participated in the review of the statement of work 
for this study, as well as the evaluation of proposals to perform the work. A 
second study, also to be funded and commissioned by the MMS, will investigate 
“Gulf Stream Frontal Dynamics off Cape Fear and Cape Hatteras, North Carolina.” 
It will begin in 1987. 


The MMS continues to work closely with the National Oceanic and Atmospheric 
Administration (NOAA) through the OCS Environmental Assessment Program (OCSEAP) 
for some Alaska studies. Currently funded by MMS, OCSEAP is administered by 
NOAA under a basic agreement between the two agencies. 


The MMS also renewed its cooperative agreement with the Texas Bureau of Economic 
Geology, of the University of Texas. Under the agreement, begun in 1983, the 
Texas Bureau sonitors certain technical projects conducted for the MMS by 
coastal State Geological Surveys. These offshore projects target both petro- 
leum and nonenergy ainerals in the State coastal zones. 


F. Consultations with Federal and State Agencies and Private Groups 


The DOI maintained extensive contacts during FY 1986 with other Federal and 
State agencies, the oil and gas industry, environmental organizations, educa- 
tional and scientific organizations, special interest groups, and private cit- 
izens. Consultations at national and regional levels enabled other agencies, 
the public, and industry to offer many varied comments on the OCS leasing pro- 
gtam, the planning of individual sales, and the other phases of ofl and gas 
development in Federal offshore waters. Formal MMS meetings included those of 
the OCS Advisory Board's components: the OCS Policy Committee, the six 
Regional Technical Working Groups (RTWGs), end the OCS Scientific Committee. 
Informal meetings were also held among MMS officials, other Federal Agencies, 
State bodies, and concerned citizen groups. 


OCS Advisory Board: Established in 1975, the OCS Advisory Board counsels and 
informs the Secretary, the Director of the MMS, and other officers of the DOI 
on the performance of discretionary functions deriving from the OCSLA, includ- 
ing all aspects of leasing, exploration, development, and protection of the 
natural and qmineral resources of the OCS. The Board includes the members of 
the OCS Policy Committee, the six RTWG committees, and the OCS Scientific Con- 
mittee. Summaries of the FY 1986 work of the eight committees are given in 
the next three subsections. 


OCS Policy Committee: The OCS Policy Committee consists of one policy level 
member from each of the 22 coastal States and from Pennsylvania and Hawaii. Each 


is nominated by the Governor for appointment by the Secretary. The Secretary 
also appoints up to 12 members from the public and private sectors in order to 
effect balance in teres of background, constituency, points of view, and func- 
tions of the Committee. In addition, the Secretary may appoint two ex-officio, 
at-large nonvoting Federal members. Those Assistant Secretaries of the DOI for 
Land and Minerals Management and for Fish and Wildlife and Parks, or their rep- 
resentatives, and the Director of the MMS are also ex-officio nonvoting partici- 
pants in the Committee's activities. Other nonvoting members are appointed to 
the Committee by the heads of the Departments of Commerce, Defense, Energy, 
State, and Transportation, and of the Environmental Protection Agency. The 
elected chairperson and vice-chairperson serve 2-year terms. The Committee, 
assisted by the Office of OCS Advisory Board Support, met twice during FY 1986. 
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Agenda items at the two meetings included leasing strategies, environmental 
assessment, the proposed new S-year leasing program, resource evaluation, 
regulatory reform, legislative activity, leasing of strategic and critical 
minerals, and research programs--all considered in terms of their impact on 
State azd iocal resource areas. The Committee forwarded its recommendations 
to the Secretar~ of the Interior in the form of resolutions for his considera- 
tion. Several ©° hese resolutions were incorporated into Departmental policy. 
Copies of the .tes of each meeting are available from the Office of OCS 
Advisory Board support, MMS, i8th & C Streets, N.W., Room 4230, Washington, 
D.C. 20240. 


RTWG Committees: The six RTWG Committees represent the regional interests of 
coastal States adjacent to the North Atlantic, Mid-Atlantic, South Atlantic, 
Gulf of Mexico, Pacific, and Alaska OCS. They advise the Director of the MMS 
on technical matters of regional concern regarding both prelease and postlease 
oos activities. 


The Governors of the coastal States and Pennsylvania each nominate one member 
for appointment to the appropriate RTWG by the Secretary. In addition, the 
Secretary appoints other public and private sector representatives to the six 
committees. The MMS, USCG, EPA, Department of Defense, Department of Energy, 
NOAA, and U.S. Fish and Wildlife Service (FWS) are nonvoting members. 


Each RTWG committee is chaired jointly by a State representative and the appro- 
priate Regional Director of the MMS. The Regional Director's staff provides 
support as does the staff of the MMS Office of Strategic and International 
Minerals. The RTWG's maintain a balanced membership to assure that the MMS 
Director gets timely technical advice representative of significant, differing 
viewpoints within the States and Regions. Total membership may range from 
100 to 116. 


The RTWG Committees regularly focus on technical items involving offshore 
prelease and postlease activities of regional concern. Minutes of each of the 
ll RTWG meetings held in FY 1986, the recommendations made, and copies of all 
studies and reports issued or approved in conjunction with the activities of 
the working group, are available for public inspection at the appropriate OCS 
regional office. See subsection G of this section for more detailed descriptions 
of FY 1986 activities. 


OCS Scientific Committee: The OCS Scientific Committee advises the Director of 
the MMS on the feasibility, appropriateness, and scientific value of the 
Environmental Studies Program. The Committee reviews the relevance of data 
produced by the program and recommends changes in its scope, direction, and 
emphasis. Two plenary sessions were held in FY 1986. 


The Scientific Committee has from 10 to 15 members who are appointed for 2-year 
terms by the Secretary. These appointments are based on each appointee's 
scientific competence and relevant technical skills. The Director of MMS 
designates an executive officer and provides administrative support. Subdivided 
into topically oriented subcommittees and task forces, the Committee's subgroups 
each met to discuss various issues iaportant to the prograa. During the past 
year, each subcommittee or task force convened at least once to review topics 
such as offshore fisheries, coastal socioeconomics, «mitigation of onshore 
impacts, and environmental effects. 
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Endangered Species and Marine Mammals: During FY 1986, the MMS initiated or 
reinitiated 14 formal consultations with the National Marine Fisheries Service 
(NMFS) and/or the U.S. Fish and Wildlife Service (FWS) under section 7 of the 
Endangered Species Act (ESA). Of these, 11 consultations involved both the 
NMFS and FWS. They addressed the following actions: (1) two scheduled oil and 
gas lease sales and subsequent associated exploration offshore Alaska (Sale 107, 
Navarin Basin; and Sale 109, Chukchi Sea); (2) one proposed marine mineral 
lease sale in the Hawaiian and Johnston Islands Exclusive Economic Zones (EEZ); 
and (3) two oil and gas development and production projects offshore California. 
The California projects involve Platform Gail in the Santa Barbara Channel and 
Platform Julius in the northern Santa Maria Basin. (For the northern Santa 
Maria Basin, the MMS conducted a single consultation with the NMFS on Platform 
Julius and associated hypothetical development in the basin, but it consulted 
separately with the FWS on the two parts of the overall action.) 


The other three consultations involved only the NMFS and MMS. These addressed 
(1) a proposed deep stratigraphic test project in the Chukchi Sea offshore 
Alaska; (2) temporary suspension of the Beaufort Sea seasonal drilling re- 
striction in order to accommodate scientific research into the effects of 
exploratory drilling-related noise on migrating bowhead whales in the Arctic 
Ocean; and (3) initial consultations on the leasing and any resulting explora- 
tion connected with oil and gas Sales 110 and 112 in the Central and Western 
Gulf of Mexico subregions, respectively. 


As requested by the NMFS, the MMS also officially extended the formal consulta- 
tion period (initiated in FY 1985) for Beaufort Sea Sale 97 beyond its customary 
90 days. From the FWS, the MMS formaliy obtained concurrence on the lack of 
need to reinitiate formal consultation for Sales 110 and 112 because previous 
biological opinions remain valid. In addition, the MMS requested ESA section 7 
official conferences with the FWS on those plant and fish species that are 
candidates for potential ESA listing and that might be affected by the Chevron 
and Cities Service development projects for Platforms Gail and Julius. The 
conference results, although not binding unless the species are listed, will 
help the MMS and industry develop measures to mitigate potential adverse effects 
should these species later be officially listed. (By the end of FY 1986, how- 
ever, the MMS had not yet received the results of these conferences or of 
another requested in FY 1985 for an oil and gas development project offshore 
Point Pedernales, California.) 


The MMS and FWS also signed an MOU in October 1985 that addressed ESA section 7 
implementation procedures not directly covered in applicable regulations that 
were then under revision. The FWS and NMFS promulgated those as final rules in 
June 1986. 


Bureau management and :taff of the MMS met both formally and informally to dis- 
cuss OCS and endangered species/marine mammal-related topics with representa- 
tives of international and other Federal units, State and local governments, 
industry, and special interest groups. Noteworthy examples included meetings 
with the following: 


®° the Council on Environmental Quality, the NMFS, industry, and environmental 
groups on potential adverse effects on endangeied marine turtles and other 
marine mammals living in Gulf waters where explosives are used for platiorm 
removals; 
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® the National Academy of Sciences on evaluation of the endangered species 
and marine mammal components of the MMS Environmental Studies Program; 


® the National Science Foundation to review marine mammal proposals, avoid 
possible duplication of research effort, identify projects of mutual 
interest, and explore possible joint funding of research in this category; 


° the International Whaling Commission and Marine Mammal Commission in 
workshops on the conservation and protection of right whales, particularly 
those found in the western North Atlantic; 


° the FWS, industry, California State groups and agencies, and environmental 
groups on translocation of sea otters in California; 


° the Marine Mammal Commission on MMS marine mammal-related research and 
other activities; and 


° the NMFS, Alaska State and Borough agencies, and geophysical and oil con- 
panies operating in open water offshore Alaska on exploration, operational, 
and G & G permitting activities as they may affect bowhead whales. 


Bureau staff also served on the Interorganizational Bowhead Whale Research and 
Technical Coordination Committee and on regional and OCS planning area biologi- 
cal task forces. Other staff members served as coordinators with primary users 
of MMS-generated research on matters of special interest to the Alaska Eskimo 
Whaling Commission. 


National Oil and Gas Resource Assessment: Together in FY 1986, the MMS and the 
USGS began preliminary work for the offshore and onshore petroleum provinces of 
the United States. The MMS will develop estimates for the Federal offshore 
areas to the maximum extent of the EEZ, while the USGS will develop estimates 
for the onshore areas and the marine areas shoreward of the Federal/State 
offshore boundaries. The MMS and USGS staff met regularly at both policy and 
technical levels for project planning, task formulation, and guideline develop- 
ment. Late in FY 1986, regional MMS and USGS staff held field-level consulta- 
tions to identify geologic plays common to the assessment areas, as well as to 
discuss information and data for the interpretation of geologic features common 
to the offshore and nearshore areas. The assessment work will continue through 
FY 1987. Public distribution of the final joint report is tentatively scheduled 
for 1988. 


Subcommittee on Marine Research (SMR): Established in 1976 by the Federal 
Coordinating Council for Science, Engineering, and Technology, the SMR is a 
subcommittee of the Committee on Atmosphere and Oceans. Its purpose is to 
promote coordination between Federal programs relating to marine research and 
development. The MMS attended the SMR meeting held in October 1985. Since 
then the subcommittee has been inactive. 


Office of Technology Assessment (OTA) Conflict Resolution Workshop: The House 
Committee on Merchant Marine and Fisheries asked the OTA to assess alternatives 
for resolving conflicts related to the leasing and development of OCS oil and 
gas resources. The Committee instructed the OTA to consider the potential role 
of conflict resolution in the context of the consultation and public participa- 
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tion processes of the OCSLA and its related legislation. The OTA, therefore, 
sponsored a conflict resolution workshop on March 18 and 19, 1986, in Washington. 
Participants included representatives from coastal States, private industry, 
environmental organizations, and the DOI. Although this workshop did not focus 
directly on opportunities for conflict resolution, it did provide a forum for 
those interested in airing their concerns and positions. Before the workshop, 
MMS staff met with the workshop facilitators. They also provided «xtensive 
comments on draft reports written both before and after the workshop. The OTA 
has not yet issued any final reports on this subject. 


Coastal Zone Management: The MMS and the USGS, together with the Department of 
Commerce, are sponsoring the fifth symposium on coa;tal and ocean management. 
The symposium will be held in May 1987. Im FY 1986, the MMS also continued 
previewing district programs. Intended for completion before either Department 
of Commerce approvals are granted or implementation begins, these early MMS 
reviews are designed to assure protection of the national interest before any 
extraction of nonliving offshore resources. 


National Academy of Sciences Study: During FY 1986, a report on “Offshore 
Hydrocarbon Resource Estimation: The Minerals Management Service's Methodology” 
was released by the National Academy of Sciences (NAS). This NAS study presents 
the conclusions and recommendations of the NAS committee which, during a year 
and a half, evaluated the MMS methodology for estimating undiscovered, econom- 
ically recoverable hydrocarbon resources of the OCS. Commissioned by the MMS, 
the NAS found that the method used (as of July 1984) by the MMS to develop oil 
and gas resource estimates is “systematic, documentable, and theoretically 
sound.” Moreover, the study committee concluded that the basic thrust of the 
MMS assessment methodology continues to be appropriate. (The updated methodol- 
ogy as currently used is based on a third-generation enhanced computer model 
known as PRESTO.) They also suggested improvements to some procedures which 
the MMS adopted, in many cases, during the evaluation period itself. The MMS 
is responsible for developing those resource estimates which are used in pre- 
paring the mandated S-year OCS oil and gas leasing schedules (see updated 
estimates in Table 5), the environment:al impact statements (EIS) prepared for 
lease sales, and other policy and decision documents. 


G. Regional Consultations and Related Activities 


In April 1986, the DOI held public hearings on the EIS drafted for the proposed 
new 5-Year OCS Oil and Gas Leasing Program. A total of 234 persons submitted 
comments or gave testimony at these DEIS hearings. They were held in the 
following cities: Boston, Massachusetts; Washington, D.C.; Savannah, Georgia; 
Tallahassee, Florida; New Orleans, Louisiana; Los Angeles and San Francisco, 
California; Portland, Oregon; and Anchorage, Alaska. 


Sponsorship through the RTWG Committees of regional Information Transfer Meet- 
ings (ITM'’s) enables the MMS to successfully disseminate the results of the 
studies it funds through the Environmental Studies Program. Both the Gulf of 
Mexico and Pacific OCS Regions held such ITM's during FY 1986. A Gulf of 
Mexico ITM was held in New Orleans, Louisiana (November 2-4, 1985) and a Pacific 
IT™ was held in Culver City, California (December 10-12, 1985). 


The primary purpose of these ITM meetings is twofold: to report on work in 
progress and to present the results of studies completed by MMS contractors. 
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The ITM's also serve as a forum for the exchange of technical information. 
They may also include presentations by guest speakers from industry, academia, 
and other Federal and State agencies. The proceedings of each meeting are 
available from the respective MMS regional office. 


These regional ITM's stem from a December 1982 resolution of the OCS Advisory 
Board's Policy Committee. That original resolution specified that the MMS must 
ordinarily convene at least one technical ITM each year in each OCS Region and 
should include these meetings in RTWG schedules. However, the resolution has 
been modified; and ITM's are now convened on a needs bisis. The Scientific 
Committee of the OCS Advisory Board also endorses the ITM concept. 


Alaska: In accordance with section 810 of the Alaska National Interest Lands 
Conservation Act, the Alaska OCS Region held two public hearings on Sale 89, 
St.George Basin. These meetings were held on St. George and St. Paul islands 
in February. 


The Alaska OCS Region also continued to work with the State of Alaska and the 
United Fishermen of Alaska (UFA) on fisheries information for the North Aleutian 
Basin Pianning Area. The Alaska RTWG met twice during FY 1986. Topics at the 
RTWG meetings included: the status of Alaska OCS Region oil and gas lease 
sales; the 5-Year OCS Oil and Gas Leasing Program; regional studies plans; 
drilling technologies for petroleum exploration in the Beaufort Sea; oil-spill 
contingency planning and capabilities in the Arctic; the bowhead whale monitor- 
ing program; the MMS and FWS black brant study in Izembek Lagoon; State of 
Alaska Consistency Determinations; permitting responsibilities of government 
agencies with regard to OCS leasing and development; National Academy of 
Sciences report regarding procedures for estimating petroleum resources; re- 
solving conflicts through mediation; section 810 of the Alaska National Interest 
Lands Conservation Act; and exception of the seasonal drilling restriction in 
the Beaufort Sea. The RTWG was also asked to review and comment on various 
program documents, including the Alaska OCS Region's FY 1988 Regional Studies 
Plan. 


The Institute of Resource Management (IRM), a conflict resolution entity, under- 
took an effort to arrive at a consensus on areas suitable for leasing in the 
Bering Sea. The IRM hosted several meetings between industry and special 
interest groups. From the consensus thus reached, a leasing map was drawn to 
show the areas that all parties agreed upon for leasing. The Alaska OCS Region 
then contacted those who had participated in the IRM meetings, as well as other 
industry representatives, special interest groups, villages and village councils 
along the Bering Sea, and the State of Alaska to find out whether or not the 
process used by IRM was workable and also whether the results were acceptable. 
The information is to be used to present an additional Secretarial Issue Document 
option for the proposed 5-year oil and gas leasing schedule. 


Atlantic: In FY 1986, the Atlantic OCS Region hosted one Environmental Studies 
Workshop (ESWS) and one plenary session of the North, Mid- and South Atlantic 
RTWG's. The ESWS participants, consisting of RTWG representatives from the 
three Atlantic Planning Areas, provided input to the Atlantic FY 1988 Region 
Studies Plan. They convened in Vienna, Virginia, on April 23, 1986. The RTWG 
meeting was held the next day in McLean, Virginia. It focused on the Proposed 
5-Year OCS Oil and Gas Leasing Program and its DEIS and on the MMS FY 1988 
Environmental Studies Program recommendations. 
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Throughout the year, Atlantic staff continued using its comprehensive regional 
public affairs plan to support the Department's proposed 5-Year OCS Oil and Gas 
Leasing Program. Thus the Regional Director made a presentation on the OCS 
Program to the Eastern Section of the American Association of Petroleum 
Geologists. Also in its Special Information Bulletins, the Region explained to 
the public the significance of the four G&G permits that were issued for non- 
energy mineral surveys on the Atlantic offshore. 


Work also began in FY 1986 on reports for the Blake Plateau current measurement 
study and the Florida Atlantic Coast Transport Study. Draft reports for both 
studies were submitted and reviewed. Field data collection continued on the 
mid-Atlantic slope and rise, and experiments on a detailed three-dimensional 
model for the South Atlantic were completed. Under the MOU with the State of 
North Carolina, a panel of physical oceanographers submitted a report to the 
MMS. (The panel was convened in 1985 to examine the MMS 011-Spill Risk Analysis 
Model in regards to its handling of circulation features off the North Carolina 
coast.) The report detailed suggested changes to circulation inputs and out- 
lined a course of action in regards to modeling certain Gulf Stream events. 


Gulf of Mexico: Three RTWG meetings of the Gulf of Mexico were held in Louisiana 
during FY 1986. At the October 1985 meeting (New Orleans), topics included the 
Environmental Studies Program, ocean incineration in the Gulf, the status of 
regional lease sales, and the Sixth Annual ITM. Topics for the March 1986 meet- 
ing (Metairie) included the status of regional lease sales, updates on drilling 
activities, a review of the draft Proposed 5-Year OCS Oil and Gas Leasing 
Program, and the FY 1988 Environmental Studies Plan. At the third meeting in 
September 1986 (Jefferson), the agenda included consideration of oil spills and 
the use of dispersants, platform removal, and the Rigs-to-Reef Progran. 


Work continued on field data collection in the deep Gulf and Loop Current. The 
Gulf of Mexico circulation-modeling contractor continued to work on improvement 
of the existing model in order to more accurately simulate the shelf circulation 
features found within the region. 


Coordination with the public was directed mainly towards the preparation of 
statements on environmental impact for the 1987 and 1988 proposed oil and gas 
lease sales in the Eastern, Central, and Western Gulf of Mexico subregions, 
and toward the review of the DEIS for the Proposed 5-Year Oil and Gas Leasing 
Program. Scoping sessions for proposed Sales 113, 115, and 116 were held 
between May and September 1986. The DOI met with 35 Federal Agencies and with 
97 other agencies: 23 in Florida, 17 in Alabama, 14 in Mississippi, 22 in 
Louisiana, and 21 in Texas. In addition to those contacts, individuals in 34 
academic institutions and more than 100 industrial firms were contacted. 
Public hearings were held in 1986 in Florida to receive scoping comments: on 
June 2 (Tallahassee); on June 3 (St. Petersburg); on June 4 (Ft. Meyers); on 
June 5 (Marathon); and in Alabama on September 30 (Mobile). In addition, pre- 
liminary scoping was done for the proposed 1988 sulphur and salt lease sale. 
Three agencies in Texas, four in Louisiana, one in Mississippi, and two in 
Alabama were contacted along with two Federal Agencies, two academic institu- 
tions, and four industrial groups. This scoping effort will continue in FY 87. 


The FEIS for Sales 104 and 105 was distributed to Federal Agencies, State and 
local governments, interagency groups, industry, environmental organizations, 


56 local libraries, and the general public in November 1985. The sales were 
held in April and August, 1986, respectively. In May 1986, the draft EIS for 
proposed Sales 110 and 112 was distributed for public review and comment. Pub- 
lic hearings were held on June 17 and 19 in the New Orleans, Louisiana, area. 


News releases accompanied all scoping efforts, impact statement releases, and 
public hearings. In addition, news releases, Calls for Information, and Area 
Identification Fact Sheets were prepared and distributed for proposed Sales 
113, 115, and 116 in the Gulf of Mexico OCS Region. 


Pacific: Two RTWG meetings were held during FY 1986. In addition, the DOI 
began joint meetings in September 1986 with three intervenors and the California 
Air Resources Board (CARB) in order to consider ways to resolve the air quality 
issues originally raised in the 1981 lawsuit filed by the State of California 
against the DOI. The three groups--the Citizens for a Better Environment, the 
Coalition for Clean Air, and the Western Oil and Gas Association-were intervenors 
in the original court case. Together with the DOI/MMS and CARB, the intervenors 
selected and hired a neutral facilitator to work together in good faith to 
resolve the controversy. The negotiating sessions were expected to continue on 
a monthly basis through March 1987. 


H. OCS Oil and Gas Information Program 


The OCS Oil and Gas Information Program (OCSIP) was established in 1978 as man- 
dated in section 26 of the OCSLA Amendments, which requires the production of 
regional summary reports and indexes for planning purposes. The program is 
maintained in the Office of Offshore Information and Publications, and all of 
its reports can be obtained from that office. 


OCS Summary Reports for each OCS planning area provide State, regional, and 
local planners with updated information for use in anticipating and planning for 
onshore impacts of offshore oil and gas activities. Industry representatives, 
private citizens, and Federal officials also use these reports extensively. 
They summarize resource and reserve estimates; the magnitude and timing of 
exploration, development, and production activities; transportation plans; and 
the nature and location of onshore facilities. Relevant information is also 
given on Federal, State, and local studies and issues. The summary repor’s are 
a synthesis of information gained during field interviews with Federal State, 
and local representatives, and the private and public sectors. Th. infor- 
mation in turn is coupled with analyses of pertinent Government and industry 
studies and publications. 


The Indexes list all relevant, actual or proposed programs, plans, and reports 
used by the Federal Government in the presale and postsale OCS leasing process. 
These Indexes describe and explain the significant steps in the OCS oil and gas 
leasing process as well. They contain the only available consolidated directory 
of all the Federal and State agencies involved in OCS leasing. 


In FY 1986 four OCSIP Publications were issued: 


Alaska Summary Report (June 1984-December 1985; MMS 86-0023) 
Atlantic Summary/Index (January 1985-June 1986; MMS 86-0071) 
Gulf of Mexico Summary/Index (November 1984-June 1986; MMS 86-0084) 
Pacific Summary/Index (November 1984-May 1986; MMS 86-0060) 
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It should be noted that three of the four publications listed above are now 
combined summary reports and indexes. That consolidation was begun with 1986 
data. 


Two new publications were produced in OCSIP during FY 1986: 


* OCS Laws Related to Mineral Resource Activities on the Outer Continental 
Shelf (MMS 85-0069) 


* OCS National Compendium: Outer Continental Oil and Gas Information Through 
1984 (MMS 86-0017) 


In a loose-leaf format, the OCS Laws report is a compilation of those laws or 
sections of laws that cover the various legal and statutory authorities related 
to all aspects of offshore mineral resource activities. Appropriate Executive 
Orders and Presidential Proclamations are also included. The volume, which can 
be updated or expanded as needed, also provides relevant sections of laws on 
resource exploration and onshore transportation of offshore production. The 
Compendium is a synthesis of previous OCS Summary Reports divided by region, as 
well as of some additional data in both written and graphic formats. 


I. Scientific and Technical Publications Progras 


The offshore scientific and technical publications program was established in 
1984. Its goal was to create a formal system for producing, editing and dissen- 
inating the technical reports and investigations of MMS's offshore oil and gas 


progran. 


In FY 1986, the program processed 126 technical reports and made them available 
to the public. The publications program office also issues quarterly and annual 
offshore Scientific and Technical Publications listings that are distributed to 
the public and to libraries throughout the country. The Technical Publications 
Unit within the Office of Offshore Information and Publications operates the 
progran. 


J. Development of a New 5-Year OCS Oil and Gas Leasing Progran 


Section 18 of the OCSLA, as amended (43 USC 1344), requires the DOI to 
develop S-year programs which schedule when and where offshore oil and gas 
lease sales are proposed to be held. The Department is nearing the end of the 
lengthy statutory process of analysis and consultation which leads to the 
adoption of such a new 5-Year OCS Oil and Gas Leasing Program. Work began on 
July 5, 1984, when official letters invited suggestions from the Governors of 
all the coastal States and from interested Federal Agencies. The Department 
also published a notice o : .est for comments on the development of the new 
S~year program in the Federai Kegister (July 11, 1984; 49 FR 28332). More than 
160 comments were received. 


Under section 18, three successive versions of the new program must be developed 
and reviewed. The first or Draft Proposed Program was developed after careful 
consideration of the preliminary comments solicited by the 1984 notice. That 
Draft Proposed Program was published in March 1985. Copies were also sent to 
the Governors of the affected States, the Federal Agencies, and the interested 
public, with a 60-day comment period. More than 330 comments were received. 


- 33 - 


BLANK 
PAGE 


—9— 
— 


— — 
| 
| 


! EXPLANATION 
SUBRE GION 
* — 
——__ PLANNING AREA 
! BOUNDARY 
TE @ MDICATES PLANNING AREAG 
Se wet Convam 16008 


£8 On THE ALY 1082 
-AND-GAS LEASING SCHEDULE 
" - 


EXPLANATION 


ALASKA AND CONTINENTAL 


—“ US. PLANNING AREA 
BOUNDARY 


— ALASKA SUBREGION BOUNDARY 


0 200 400 STATUTE 
—— | i 4 4 MILES 
4 


05/87 
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After careful consideration of the second round of (1985) comments and further 
analysis and consultation, the second or Proposed Program was prepared. It was 
issued in February 1986, with a 90-day comment period. Copies went to the 
Congress as well, and to the Governors of the affected States, the Attorney 
General, other Federal Agency heads, and the interested public. More than 
3,000 comments were received on this Proposed Program, including about 1,500 
directed to the Department and nearly 1,800 as enclosures to letters to the 
Department from the Governors of California, Florida, North Carolina, Oregon, 
and Texas. In addition, the Department drafted an environmental impact state- 
ment on the proposed new 5-year progran. 


The third version, the Draft Proposed Final Program, is based on the third round 
of (1986) comments and in light of additional analytical considerations. This 
third draft and its Final Environmental Impact Statement were scheduled in FY 
1986 to be sent to the Congress and the President together with any comments 
received, for a 60-day notification period in spring 1987. The Secretary of the 
Interior is expected to approve and issue the final program in mid-1987. The 
new, approved 5-year oil and gas leasing program is expected to cover the period 
from mid-1987 through mid-1992. 


The Draft Proposed Final Program now includes the following basic features: 


1. Planning Areas: The Secretary's decision on the Proposed Program reaffirmed 
the establishment of 26 OCS planning areas (map, Figure 3). The Proposed Pro- 
gram includes a provision to defer from leasing 15 subareas in those planning 
areas. These Federal offshore subareas are identified by the five adjacent 
coastal States: (1) offshore California: the area offshore Point Reyes Wilder- 
ness, Point Reyes Farallon Islands National Marine Sanctuary, the area offshore 
San Francisco Bay, the area in the immediate vicinity of Cordell Bank, the area 
offshore Monterey Bay, the area offshore Big Sur, the Santa Barbara Channel 
Ecological Preserve and Buffer Zone, the Channel Islands National Marine Sanc- 
tuary, and the Coordinated Anti-Submarine Warfare Area (San Nicolas Basin); (2) 
offshore Florida: Seagrass Beds, the Florida Middle Ground, and the Atlantic 
coast portion of the Straits of Florida planning area extending to 25° 07' N. 
latitude; (3) offshore Georgia: Gray's Reef National Marine Sanctuary; (4) 
offshore North Carolina: the U.S.S. Monitor National Marine Sanctuary and 
Buffer Zone; and (5) offshore Texas: the Flower Garden Banks. 


The Secretary highlighted an additional 13 OCS subareas for further analysis 
and comment. They consist of (a) three subareas extending 15 nautical miles 
offshore, in the North, South, and Mid-Atlantic Planning Areas; (b) the Gulf of 
Maine, north of 42°30' N. latitude; (c) the National Aeronautics and Space 
Administration Flight Clearance Zone offshore Cape Canaveral (extending to 170 
nautical miles offshore); (i) a subarea extending between 20 and 30 nautical 
miles offshore the Florida Gulf Coast from Naples to Apalachicola; (e) the 
subarea south of 26° N. latitude and east of 82° W. longitude in the “Miami” 
official protraction diagram offshore Florida in the Eastern Gulf of Mexico; 
(f) the three subareas estimated by MMS to be beyond the area of hydrocarbon 
potential in the Washington-Oregon, Northern California, and Central California 
Planning Areas; (g) two subareas totaling approximately 210 blocks adjacent to 
Unimak Pass, Alaska, in the St. George Basin and the North Aleutian Basin 
Planning Areas; and (h) a subarea of approximately 59 blocks offshore Point 
Barrow, Alaska. 
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2. The Leasing Schedule for the Proposed Program: The Proposed Program pro- 
vided for 27 standard sales, 10 frontier exploration sales, and 5 small supple- 
mental sales. Sales were scheduled for 21 of the 26 OCS planning areas. The 
schedule included annual standard sales in the two highest value, highest 
interest areas, the Central and Western Gulf of Mexico. The Proposed Program 
schedule also included 27 standard or frontier exploration sales in 19 other 
planning areas, with approximately 3 “ears between sales. No sales were sche- 
duled for the Aleutian Arc, Aleutian Basin, Bowers Basin, St. Matthew-Hall, or 
Straits of Florida OCS areas. However, the question of whether to schedule a 
standard sale for the southern portion of the Straits of Florida Planning Area 
will be addressed in the decision on the Proposed Final Prograa. 


The frontier exploration sales were designed to provide flexibility within the 
Proposed Program. They were proposed for areas where incomplete geological 
data, or estimates by MMS of lower resource value, or current indications of 
lower interest call for an early decision on whether to proceed with the stan- 
dard presale process. For these sales, a Request for Interest soliciting 
industry views on holding each sale would be published in the Federal Register 
approximately 120 days before the Call. Responses to that request, as well as 
the annual review of the program under section 18(e) of the Act, will be used 
to help determine whether to proceed with the presale process. If interest is 
insufficient to justify proceeding with the sale, it can be delayed or canceled. 
If the sale is delayed, a Request for Interest can be reissued annually or less 
frequently until it is determined either that interest is sufficient to hold 
the sale or that interest is insufficient and the sale should be canceled. 
The Proposed Program scheduled 10 frontier exploration sales: 2 in the North 
Atlantic; 1 each in the Mid-Atlantic, the South Atlantic, and off Washington- 
Oregon; and 5 in Alaska (Shumagin, Kodiak, Cook Inlet, Gulf of Alaska, and Hope 
Basin), 


The schedule of the Proposed Program also included an annual supplemental sale 
in areas other than the Central and Western Gulf of Mexico for a small number 
of blocks in either of two categories. These are: (1) blocks on which bids 
were either rejected or forfeited in a prior sale, and (2) drainage and develop- 
ment blocks. The reoffering of rejected bid blocks would reduce the costs 
associated with delays in leasing blocks demonstrated to be of renewed interest 
to industry. This provision would also reintroduce the concept of drainage 
sales on a basis compatible with the OCSLAA of 1978 and be similar to procedures 
used by the State of Alaska (Alaska Statutes 38.05.180(d)). These lease sale 
offerings would only be made if they complied with the requirements of the 
National Environmental Policy Act, the OCSLA, and other applicable statutes. 
If it were determined that an EIS would be required for oné or more blocks to be 
offered in one of these sales, revised presale milestones would be issued. The 
EIS for such a sale would then be released before the proposed Notice of Sale. 


3. Size of Lease Sales: It was proposed that the size of lease sales be deter- 
mined by a presale process that would focus on promising acreage. The Department 
already uses an extensive consultation and balancing process in order to offer 
only OCS acreage in which exploration and leasing would be environmentally 
sound and where there is a potential for the discovery and development of oil 
and gas resources. In this process, the DOI uses information and nominations 
obtained from affected States, local governments, Federal Agencies, the public, 
and potential bidders, as well as technical and scientific analyses by the MMS. 
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The process of focusing on promising acreage aims at the early resolution of 
conflicts by the achievement of consensus on key issues--especially concerning 
acreage with low MMS resource estimates and low industry interest. Early steps 
in the presale process include the Call for Information and Nominations and the 
Area Idertification. The Call depicts the area of hydrocarbon potential pro- 
jected by MMS. The Call may be tailored on a case-by-case basis to exclude 
portions of the planning area (as in the exclusion of the Flower Garden Banks 
from the 1987 Western Gulf of Mexico Sale). In Area Identification, the responses 
to the Call are used to structure the area to be analyzed in the EIS. In 
addition to these early steps, there are consultations throughout the presale 
process. 


of Fair Market Value in the ed Program: Section 
18(a)(4) of the OCSLA, as amended, requires that leasing activities be con- 
ducted so as to assure the receipt of fair market value for the lands leased 
and the rights conveyed by the Federal Government to lessees. The Proposed 
Program retained both the current procedures for assuring the receipt of fair 
market value and the current flexible policy for reconsidering the basic approach 
of $150 per acre as the minimum bid on a sale-by-sale basis. The Proposed 
Program also provided for a review of the criteria to be used in that reconsid- 
eration of the minimum bid level. 


K. OCS Referral Center 


The OCS Referral Center was established in 1978 in response to an OCS Advisory 
Board request for a single information contact within the Department for OCS 
activities. Center staff answer questions from the public, Federal Agencies, 
coastal States, industry, private organizations, and the Congress. Inquiries 
are either answered directiy at the Center or are referred to the DOI office or 
individual with expertise on a given subject. The Center is operated by the 
Office of Offshore Information and Publications. 


L. Alaska Leasing Boundary in the Beaufort Sea 


The Alaska Federal/State Boundary Working Group (BWG) consists of representives 
from the MMS, the National Ocean Service, and the State of Alaska. During the 
evemer of 1986, this group conducted geodetic and photogrammetric surveys of 

Peaufort Sea/State coastline. These surveys are to be used for the BWG 
y* yect that will establish the U.S. Supreme Court-decreed leasing boundary in 
tiac area. 
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IV. RECEIPTS, OBLIGATIONS, AND EXPENDITURES, FY 1986 


A. Offshore ——— 
Rents (Account 141820)* $ 2,094,062,697 


Royalties (Account 142020)** 2,621,904 ,068 
Interest on ?ccrow Release (Account 141493) 1,071,601 ,605 
TOTAL RECEIPTS $ 5,787, »370 


Escrow — 14%6704 and 14X%6707) 
$ 6,738,555 


Rents 3,354,151 
Interest 424,324,632 
Royalties 83,621,099 
TOTAL 6704 & 6707 ESCROW $ 518,038,437 
TOTAL RECELPTS AND ESCROW $ 6,305,606,807 
Offshore Ene am Obligations (estiasted 
ries Benefits $ 45,563,404 
Travel and Per Dies 1,556,852 
Contractual Services 42,680,680 
Other 5,180,098 
TOTAL PROGRAM OBLIGATIONS $ 94,981,034 


Escrow Accounts 


le Section 8 Escrow Account, as of 09/30/86 
Bonuses $ 1,591,370,021 
Rents 567 ,867 
Interest Realized 1,089,243 ,862 
Royalties 109 ,089 ,086 
TOTAL SECTION 8(g) ESCROW $ 2,790,270,836 
(Interest Accrued (estimated) on 
Outstanding Investaents $38,668 , 206) 
2. Pa t of OCS Section 8 Escrow Funds on 04/14/86 
ra re 954, 41 
States’ share 894 .494 086 
TOTAL SECTION 8(g) PAYMENT $ 3,848,587,202 
3. Beaufort Sea Section 7 Account, as of 09/30/86 
s $ 592,293,756 
Rents 1,921,900 
Interest Realized 513,213,019 
TOTAL SECTION 7 ESCROW $ 1, 107,428,675 
(Interest Accrued (estimated) on 
Outstanding Investeents $5,164,901) 
4. au OCS Escrow Accounts, as of 09/30/86 
6 $ 2,183,663,777 
Rents 2,489,767 
Interest Realized 1,602, 456,881 
Royalties 109 ,089 ,086 
TOTAL ESCROW ACCOUNTS $ 7,897 699,511 
* Includes transfers from Account 141820 of $755,223,819 to the Land and Water 
Conservation Fund; and of $150,000,000 to the Historic Preservation Fund; 
and aleo includes the release of escrow funds. 
oe 


Royalties (Account 142020) are net after payment of the Windfall Profit Tax, 
and include the release of escrow funds. 


NOTE: Interest Realized is the difference between the cost of purchased 
securities and cash received (fece value) upon their redemption. Interest 
Accrued is an estimated amount computed under the assumption that outstand- 
ing securities will be redeemed at aaturity. A premature redeaption could 
result in either gain or loss, depending on the market value of the secu- 
rities at that time; however, no premature redemptions are anticipated. 
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V. RECOMMENDATIONS TO THE CONGRESS 


Section 15(1)(E) of the Outer Continental Shelf Lands Act, as amended (43 
U.S.C. 1343(1)(e)), requires that the Secretary of the Department of the 
Interior submit to the President of the Senate and the Speaker of the House of 
Representatives as part of the Annual Report on the OCS Oil and Gas Leasing and 
Production Program: 


"(E) recommendations to the Congress (i) for improvements in 
management, safety, and amount of production from leasing and 
cperations in the outer Continental Shelf, and (ii) for resolu- 
tion of jurisdictional confticts or ambiguities.” 


The Department is aware of and attentive to the concerns of the Congress, but 
it has no recommendations at this time on these matters. 


= 39 - ® GOVERNMENT PRINTING OFFICT 


